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FOREWORD 


The Home Mortgage Disclosure Act is a sleeping giant. While the 
Act has been in existence for four years, its wide variety of potential 
uses are only starting to be understood. It can provide persuasive 
evidence of discrimination. It can show shifts in credit patterns and 
racial transition. It can improve the competitive environment because ' 
can show lenders what their snare of the market is. 

But all of this knowledge only comes to those who use the data. At 
as many neighborhood organizations know, this is not an easy task. Tho: 
with the capacity to undertake more sophisticated analyses have general* 
not known how to do so. This guidebook is for these organizations. It 
shows how local governments and areawide planning agencies, who are the 
ones with staff and hardware, can begin to analyze the data. It contaii 
the methods developed by the Northeast Ohio Areawide Coordinating Agencj 
(NOACA) to gather and analyze the data. 

The benefits to be repaid from the work are many and varied. As a 
result of NOACA's analyses, Cleveland’s six largest commercial banks 
agreed to join the city In a UDA6 proposal and committed $10 million to 
it. The information was also used for several challenges for financial 
institutions' branches and to encourage local lending institutions to 
form a consortium to increase mortgage availability. A hospital in the 
area has even used the data in its planning for expansion. 

This book is designed to provide other areawide planning agencies 
and the local governments with the information to produce similar succe; 
stories in their areas. The Department urges local governments and 
areawide planning agencies to begin collecting the data and using It in 
their planning processes. The Initial effort put into analyzing the dai 
will be repaid mary fold. 


General Deputy Assistant Secretary 
Office of Policy Development and Research 
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INTRODUCTION 


Those engaged in conmmity development and maintenance, particularly 
within central cities, rarely are provided a legislative tool as valuable 
as the Home Mortgage Disclosure Act of 1975 (HMDA) . More precisely, the 
tool is not the Act itself but in what can be done with the information 
made available because of the Act. 

HMDA requires federally-regulated financial institutions to disclose 
annually the number, location and size of loans made for the purchase and 
improvement of residential properties. Private sector investment is a lce> 
factor in the rise and fall of neighboi'hoods and communities. 

HMDA data, however, are valuable in the same sense as unfinished gems 
The information, as reported by lenders, is in a "raw" state of unrealizec 
potential value. The data must be compiled, processed and analyzed in 
order to realize that potential. These tasks are relatively easy to undei 
take once defined, but certain technical skills are required- -as well as 
the aid of a computer when, in large cities, large amounts of data are 
involved. 

Principal users of HMDA data during the first four years of tlie Act'j 
legislative life (1976-1980] were community organizations who were attempi 
ing to document the existence of inequitable lending practices. Most wer< 
novices in the field of data processing. Often working with hand calcula- 
tors, they were faced with an almost impossible chore. It is not surpris: 
that use of HMDA data was sparse during those early years. 

There was enough use, however, to establish the importance of extend 


enactment. That milestone having been passed, it is now more timely thai 
ever for those who possess the needed technical resources --areawide '701 
planning organizations and municipal and county planning departments --to 
enter the picture and take full advantage of HNDA. This means using I-IMDj 
data to produce managerial tools- -businesslike analyses and information- 
which support reinvestment in areas where investment currently is low or 
declining. 

This guidebook is offered as an aid to those who wish to undertake 
such a project. It is the result of the experience gained by one '701' 
organization through efforts to construct a rationale and use for IIMDA 
data in the processes of community development and maintenance. 

The book is meant to be both practical and conceptual. Techniques 
and methods for analyzing and presenting HMDA data are described along 
with the design concept and its supporting rationale. 

Tlie guidebook is organized in three parts. The first is essentiall’ 
non-technical and describes the design, rationale, outcomes and resourcej 
required for planners, elected officials and community organizations to 
undertake the project. 

The second part contains detailed technical descriptions of data 
tables, illustrations and data processing, 'fhe third part contains 
special technical appendices. 


CHAFFRU 1 


OViiRVIBV OF HMDA PROJIHCT 


The project described in this guidebook was created by an areawide 
planning organization (APO) as part of its MUD Comprehensive Planning 
Assistance '701’ housing element implementation program. 

Tlie Northeast Oliio Areawide Coordinating Agency (NOACA) , wliich ser 
as the APO for the Cleveland and Lorain, Ohio, metropolitan areas, unde 
took to determine if the information provided through the Mome Mortgage 
Disclosure Act of 1975 (HMDA) could be used toward National Urban Polio; 
Objectives of conserving and improving existing communities, and increa; 
ing housing opportunities and choice for minorities. 

The starting point was to collect all the MMDA information availab 
for the Cleveland area and then to consider the question, Mow can tills 
information be organized and presented to yield whatever practical valu 
it may contain? The process of answering led not only to a data analys 
design concept, but to the realization that i-lMDA data make possible a n 
and promising framework for planning and managing community development 
and maintenance. 

The following description of the project is comprised of seven sec 
Initially discussed is the significance of the Home Mortgage Disclosure 
with a brief history of its early use. 

Following that is the rationale for using HMDA data in a particula 


Third, given this approach, objective and implications, the appro- 
priateness of '701' areawide planning agencies for undertaking the project 
is considered. 

Fourth, the data analysis design concept is outlined in detail. 

Tlie fifth section discusses possible outcomes, both immediate and 
longer-term, of the project, vs'ith emphasis on uses in community develop- 
ment strategies. 

The final tuo sections cover the process of project imiDlementation 
and tlie resources required to undertake the project. 

SIONIFICANCE ANT) HISTORY 

'fhe Home Mortgage Disclosure Act is an unusally significant piece of 
federal legislation because of its potential to influence one of tlie key 
factors shaping the health and well-being of residential areas: the flow 
of private sector investment capital through the local economic system. 

Private sector investment in residential properties is essential for 
community maintenance, but it is not the only factor affecting the health 
of communities. Far from it. Oqually imj)ortant are residents themselves 
(their standards, values and income) and their public officials and city 
administration (their standards and perfomnance) . All factors interact 
and collectively produce a level of community health. 

Although tliis interaction makes the distinction between cause and 
effect impossible to identify with certainty, recent history of cities 
has clearly established that the extent of financial institution invest- 
ment in a community is, at minimum, a reliable indicator of the state of 




form of mortgage, rehabilitation and home improvement loans are most 
likely stable or undergoing revitalization. Conversely, areas receivir 
little or reduced financial support are most likely in decline. The He 
Mortgage Disclosure Act enables this indicator to be documented. 

HMDA requires depository institutions located in SMSA’s- -federally 
insured or regulated savings and loan associations, commercial banks, 
credit unions and mutual savings banks- -with assets over $10 million tc 
publish certain facts on the institution’s annual investment in residen 
properties. 

The purpose of the legislation (Public Law 94-200, Title III) is: 

To provide the citizens and public officials of the 
United States with sufficient information to enable them 
to determine whether depository institutions are filling 
their obligations to serve the housing needs of the 
communities and neighborhoods in which they are located 
and to assist public officials in their determination of 
the distribution of public sector investments in a manner 
designed to improve the private investment environment. 

It should also be noted that the legislation emphasizes that ’’Noth 
in this title is intended to, nor shall it be construed to, encourage 
unsound lending practices or the allocation of credit." 

For each census tract within an SMSA where a depository institutic 
lias its home office or a branch office, the institution must report the 
total number of residential mortgage and home improvement loans made ir 
year, along with the total amount of principal loaned for each categor> 
of loans. HMDA- regulated institutions have been reporting this informs 
tion since 1976 (that is, the first reports published 1975 data). 

The initial users of these data were primarily central city commui 
organizations who believed that financial institutions were disinvestir 


from their neighborhoods and arbitrarily denying the extension of mortgage 
and homo unprovement credit, a practice known as "redlining." Organizatii 
in a number of cities collected disclosure statements from financial Inst 
tutions with offices in their neighborhoods and analyzed the data mainly 
terms of comparisons between geographic areas, the object being to identi 
inequitable or discriminatory lending patterns. Invariably, results showi 
uneven distributions of loans, with higher income suburbs receiving much 
more investment than older lower-income central city neighborhoods --partii 
larly those with significant percentages of minority residents. 

Community organizations maintained tl\at their original assertions wen 
confirmed, that depository institutions were not "filling their obligatioi 
to serve the housing needs of the communities and neighborhoods in which 
they were located" --particularly those with a significant percentage of 
minority residents. But then what? HMDA legislation does not specify saj 
tions for a failure to fulfill an obligation, nor does it specifically de: 
a failure. Community groups reacted both to the findings and the vague 
legislation by creating public exposure and pressure. With documentation 
lending patterns in hand, they began to confront lenders with demands for 
increased support for their neighborhoods; they began to confront financi; 
institution regulatory agencies by challenging lender applications for 
new branches, mergers, change of office locations, etc. In some cases, tl 
combination of documentation and publicity was enough to encourage an 
institution to agree to new programs or procedures.^ 

The lack of sanctions in HMDA, coupled with confrontation through 
documentation, generally limited, however, the influence community 


rganizations (or others, such as a local unit of government) could muster 
n relation to financial institutions or regulatory agencies. That 
ituation was greatly altered by passage of the Community Reinvestment Act 
CRA) of 1977. (Title VIII of the Housing and Community Development Act 
f 1977, Public Law 95-128.) The essence of CRA is that financial insti- 
utions have a "continuing and affirmative obligation to help meet credit 
eeds of their communities, including low- and moderate-income neighborhoods 

The moment CRA went into effect (November, 1978) it became, in combi- 
ation with HMDA, one of the most significant pieces of federal legislation 
et enacted for the benefit of economically weaker or racially integrating 
ommunities. There are several reasons for this. 

first, CRA has enforcement powers (although there are those who con- 
ider the Act to be flawed, inccmiplete and very limited in powers). It 
rovides for sanctions, imposed through regulatory agencies, against those 
nstitutions judged to be failing in their responsibility to fulfill a con- 
inuing and affirmative obligation to help meet the credit needs of the 
ommunities wherein they do business. 

Second, CRA and HMDA are automatically and operationally linked in 
ractice, as HMDA data constitute the only yardstick of any substance 
vailable to the public for measuring the performance of an institution 
or CRA purposes. As such, CRA converts into reality the theory of HMDA’s 
otential impact on the flow of private sector investment capital. 

Third, CRA has the capacity to affect the entire complex of housing- 
elated organizations that influences stability and welfare of communities 
nd neighborhoods- -particularly those with a high or increasing percentage 


canpanies. All these parties are functionally interrelated; they fom 
system. Thus, when one party is affected, that party can in turn affc 
others. Financial institutions, being influential members of that sys 
can, in reaction to attention received because of CRA, affect practice 
of other organizations. (This point will be discussed further in the 
section on possible outcomes of HMDA analyses.) 


RATIONALE AND 0&.TECTIVE 


HMDA data, therefore, can be used to create pressure on financial 
institutions for the purpose of increasing financial and institutional 
support for particular neighborhoods or communities. That use lias its 
place. Indications are that, vnthout pressure, more than a few financ 
institutions would shape their lending practices by the human inclinat 
to take the path of least resistance by minimizing risks and problems 
maximizing security and profitability. As one bank executive stated: 

The allegation that the collective home financing 
industry in our conmunity has not fulfilled its obli- 
gation to the community is undoubtedly true to some 
extent but until a more convincing and comprehensive 
analysis of the problem emerges with objective infor- 
mation rather than emotional innuendo, I very much 
doubt that the financial industry will respond.* 

And an S 5 L official : 

If people come to us from those [central city, 
mainly minorityj areas wc consider them as we consider 
any other loan applicant. But why should we go out and 
look for trouble?** 


*Lettei^from Cleveland area bank executive. 
**Interview with Cleveland area S ^ L executive. 



Given the choice- -and the free market/ free enterprise systm 
encourages such choice- -most lenders will naturally prefer to invest in 
newer suburbs over the older central city, or higher -income areas over 
lower-income areas. Because of this penchant, a role that community 
organizations have assumed as "pressure generators" has been inescapably 
necessary. 

But action taken because of pressure is, in a sense, negative reactio 
It is not the best action; it is likely to represent the minimum required 
to reduce the pressure- -and once reduced, the strong tendency would be to 
return to business as usual. 

Executives of financial institutions are businessmen and women. The 
more businesslike the process of attempting to increase lending in higher 
risk areas can be made, the more positive their attitudes and actions are 
likely to be. "Convincing and comprehensive analysis" with "objective 
information" rather than "emotional innuendo." 

Thus, the ultimate objective of the particular use of HMDA data which 
is the subject of this guidebook is: to produce managerial tools--busines 
like analyses and information- -which support increased involvement by 
institutional lenders in areas where involvement currently is low or decli 
ing . 

To achieve this objective, the analysis of HMDA data, together with 
findings and other products, must be not only convincing but immediately 
useful--and integrity of the data and technical methods employed must be 
indisputable. 

These criteria must be met not only in relation to financial institu- 



and community development: local elected officials, planning organizat 
coimiiunity groups, HUB, EDA and federal regulatory agencies. In additic 
the analysis should serve as a vehicle for drawing these interests toge 
into shared perspectives, goals and programs. 

A data analysis concept that is consistent with these criteria is 
comprised of the following tenets. The analysis should be: 

• Comprehensive --by including all HMDA-reporting institu- 
tion¥ in the area. 

• Areawide in scope -- by ranging from a regional perspec- 
tive of investment to a local (such as neighborhood) focus. 

• Structured for relative comparisoiis -- by considering IlMDA 
data in relation to other data. 

At first glance this may seem like a major undertaking. It need r 
be. Tlie size of the project will, of course, depend on the size of the 
metropolitan area and the number of financial institutions. In any caf 
the value of possible outcomes can be sizeable. Costs will be discusse 
in a later section, but the reader should keep in mind that this is not 
automatically a massive effort. 

THE IMPLEMEiNTING ORGANIZATION 

Areawide *701' planning organizations are ideally suited for undei 
taking a HMI3A analysis project with the above objective, performance 
standards and design criteria. The perspective of the *701’ organizat: 
is inherently areawide or regional in scope and comprehensive in approi 
it is experienced with data sources, methodologies and data processing; 
it has a legitimate areawide planning role. On this basis, the IlMDA 



analysis project, ana its potential spinotx products, can become a nav 
phase in the evolution of HUD '701^ comprehensive planning. 

Most importantly, the ’701* agency is usually a relatively neutral 
influence in the context of local organizations and interests. Its 
areavsdde orientation transcends the milieu of local self-interests, 
although it may be biased toward the public sector. This neutrality, 
coupled with tecbiical experience and resources, is conducive for produ 
ing a ’’convincing and comprehensive analysis” with ’’objective informati 
and for establishing working relationships with the various organizatio 
and interests involved with residential maintenance and community devel' 
ment. The established links which the areawide planning organization h 
witli local units of government and programs, such as Community Developm 
Block Grant, represent ready avenues for implementation. 

Lastly, the network of ‘701’ agencies represents a mechanism for s 
wide annual continuity of data which is particularly significant for 
financial institution regulatory agencies (as they are organized in sta 
grouped regions) and for state-level monitoring of conmunity developmen 


DATA ANALYSIS DESIGN CCNCEPT 

It was stated above that [-1MDA data analysis should be cemprehens iv 
areawide in scope and structured for relative comparisons. Each of the 
recommended specifications will now be discussed in detail. 

The Analysis Should be Comprehensive 
A comprehensive analysis includes all IM)A- reporting institutions 
with offices in the county or region and documents residential investme 



in terms o£ each political subdivision of that area. For example, in 
analyzing investment in the Cleveland region, all HMDA-reporting insti- 
tutions (38) mth an office in Cuyahoga County, Ohio (which contains the 
city of Cleveland) are included, and data are compiled for each of 60 
units of government within the county (38 cities, 18 villages, 4 town- 
ships) . In this way, all interested parties have the complete picture: 
all facts for all institutions and all communities are on the table at 
the same time. All institutions and communities are considered equally. 
None is singled-out, none is excluded. 

Most significantly, this comprehensive analysis makes possible the 
computation of one institution's "share of the market," which is a most 
important statistic, possibly the most significant way of expressing an 
investment pattern (which will be discussed shortly). 

The Analysis Should be Areawide in Scope 
An areawide analysis ranges from the broad, regional perspective to 
the community or neighborhood level to the individual census tract. This 
range in scope is important because each level represents a major compo- 
nent of the total investment picture. It is important to know investment 
patterns in the broadest sense and in the sliarpest detail possible. 

With respect to the "big picture," for example, one can ask: hOiat 
percentage of total dollars invested (in a given year) in conventional 
1-4-family mortgages by the financial institutions of Cuyahoga County wer 
into the city of Cleveland? (in 1977, 6.7%). The suburbs of Cuyahoga 
County? (43.3%). CXitside the County? (51,0%). The same questions can 



Die "little picture," census tract level, provides the detailed 
description of investment in neighborhoods or subareas of communities. 
Tliis detail gives the extent of involvement of each institution in each 
subarea. It also makes possible focused investment planning and monitor- 
ing. 


Tlie Analysis Should be Structured for Relative Comi^arisons 

HMDA data become particularly valuable and useful when considered ii 
relation to other data or information. For example, knowing that a giver 
bank originated 122 1-4- family conventional mortgage loans in the city oi 
Cleveland in 1977 does not by itself mean a great deal. But that is whai 
financial institutions report to the public: the number of loans made, 
by census tract (and in this example, the 122 was arrived at by totaling 
the bank’s reported figures for all census tracts within the city of 
Cleveland) , 

The key in making the most use of IlMDA data is to make them relative 
to compare the 122 mortgage loans with some other figure so that the resi 
is a measure of sometliing that is credible, convincing and useful. 

A number of comparisons are employed in the analysis design presente 
in this guidebook. They may or may not be the best or most effective foi 
a particular city or area. They are offered to the reader as examples, 
and the reader is encouraged to modify or devise new ones on the basis 
of local conditions and opportunities. Whatever comparisons are selectee 
however, they should be valid and uncomplicated. Xt is better to begin 
using HMDA data in sound, uncomplicated ways so that results can be easi] 


There are two ways HMDA data can be used in comparisons: the firs 
involves comparing HMDA data with IM3A data; the second involves reiati 
HMDA data with other information such as real estate sales and/or censt 
demographics. 

HMDA Data in Relation to liMDA Data . Ihe minimun (but highly signi 
ficant) use to which HMDA data can be put is to compare one bit of IMD/' 
data to another. Returning to the example of the bank with its 122 
1-4-family conventional loans originated in the city of Cleveland in 
On its own, that figure of 122 does not mean much, but a comprehensive 
analysis involving all lenders shows that the 122 loans represented lA 
o£ all the conventional loans made by IM)A-reporting institutions durir 
that year. This percentage --the "market share" --indicates the extent t 
which the institution was involved in this type of financing in the cit 
of Cleveland for that year. 

IVith the aid of the comi>uter programs discussed in this guidebook, 
the bank’s share of, or involvement in, the conventional mortgage marke 
in each census tract of the city- -or in groups of tracts representing 
neighborhoods--can easily be determined. In 14 Cleveland neighborhoods 
the bank's involvement in 1977 ranged from 0.0% to 6.3%. The geographi 
distribution of these percentages, which can be mapped for more effect! 
communication, constitutes a lending pattern (Figure A) . The same can 
done for any combination of institutions --such as all banks, or all bar 
with offices in a particular district. 

The market share held by individual institutions or groups of insi 
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of community development and maintenance. The percentages tell a com- 
munity which institution was most involved in the community, which was 
least involved and those between. On the basis of this ranking, for 
example, a local unit of government can construct a formula (as one has 
done in the Cleveland area) for "rewarding" the more involved institu- 
tions witli larger deposits of municipal funds. 

Market share percentages also tell financial institutions what their 
degrees of involvement were in relation to each other. Chances are that 
most institutions do not otherwise know that information. Before HMDA, 
there was no practical way for them to know. 

Market shares, however, indicate nothing about what the degree of 
involvement in a community "should" have been, or why it was as it was or 
what it could be. An Institution's market share pattern needs to be 
examined in relation to the location of its branch offices, its size and 
type (commercial bank or thrift). The role of commercial banks, for 
example, is primarily to provide financial services to businesses and 
industries. Their share of the residential mortgage market, therefore, 
is bound to be small in comparison with their size (as measured by deposr 
held), but their involvement in a community through business loans might 
be high. 

Another factor could be the local history of customer relationships 
with fijiancial institutions. For example, there are neighborhoods in the 
city of Cleveland where it would be difficult for commercial banks to 
increase their market shares because of the long history of residents usii 
savings and loan associations. 



Thus, a market share percentage sojnply states that "given wliat lend 
ing occurred by HMDA- reporting institutions, this is the portion attribu 
ible to a particular institution or a group of institutions." Nonethele: 
larket share patterns --annually documented- -clearly reveal which financi; 
institutions are operating where and to what extent. ITiese pattenis can 
'eadily serve as the starting point for institutions on their o\^ initia 
:ive to evaluate and possibly attempt to alter a pattern- -or for the 
mblic to raise questions about the reasons for or implications of exist 
jattems. 

Market share is one example of how HMDA data can be used on its own 
dthout employing other data. Another example is "an institution's shar 
•-that is, the 122 conventional mortgage loans made in the city of 
Cleveland in 1977 by tlie bank referred to above represented 20% of the 
zonventional loans the bank made in the county as a whole. For four oth 
[lajor commercial banks, the figures were 17%, 16%, 12% and 7%. On this 
jasis, institutions can be ranked in terms of the portion of their mortg 
Lending program committed to a particular community. 

If it is not possible for an organization undertaking a IlMDA analys 
to do more than the compilations and comparisons described above, it wil 
lave accomplished a great deal. It will have documented the overall dis 
tribution of residential investment for its area, and the part each 
institution plays in that investment. The significance of HMDA data, 
lowever, can be greatly enhanced when analyzed in relation to other data 


HMDA Data in Relation to Real Estate Activity. A basic issue under 


is the extent of involvement in real estate activity by financial institu 

3 

tions as expressed through conventional mortgage lending. (A convention 
loan is an ordinar)' mortgage loan as distinguished from an "unconvent iona 
government-secured loan, i.e., FHA-insured or VA-guarantced, ) The issue 
stems from problems which have come aljout in neighborhoods (ty]3i.cally 
central city) where large numbers of government -backed home purchases 
occurred.^ 

FHA/VA buyers in central cities and inner suburbs often enter home 
ownersiiip with negligible savings, if any. Their income places them on t’ 
edge of default; they often have little margin for home maintenance- -whid 
can be calamitous when the property is in need of rapair to begi.n wi.th. 
Experience has shown that defaults and foi'eclosurcs are increasingly 
probable. Communities and neighborhoods become unstable when they contaii 
an excessive percentage of home owners in a marginal economic situation. 

The question of what constitutes an "excessive percentage" is beyon< 
the scope of tliis guidebook. Nonetheless, the issue is a matter of balaiK 
--and the pivotal point may be a community's (local government's) capacit; 
to deal with foreclosed and vacant properties. IVhen foreclosures get out 
of hand, beyond the capacity of the community to manage the problem (such 
as by purchasing vaCcint properties, rehabilitating them and selling), thei 
the community is caught in a vortex of deterioration and flight. 

In urbanized areas, foreclosure rates arc closely related to the 
extent of government-secured lending. Most institutional lenders fbanks 
and thrifts) appear to engage relatively little in the origination of FHA, 
VA loans (although many may be indirectly involved through secondary 


investment) . Such lending is the specialty of mortgage banJcers and 
companies, some of whom have been alleged to foreclose at the first 
opportunity. (In the first quarter of 1979, tlie national FHA. fore- 
closure rate for mortgage banking companies was 5.45^, while for 
savings and loan associations it was 0,67%.) Thus, where institutional 
lenders are less involved, mortgage bankers (and government -'Secured 
lending) are more involved.^* ^ 

A measure of this split in involvancnt would, therefore, be a key 
indicator of the stability of a residential area. A community w]'iere 
institutional, conventional involvement is high and steady year after 
year is very likely to be stable; where involvement is low , the com- 
munity is likely to be badly deteriorated and distressed; where it is 
increasing , it is undergoing revitalization and gaining in economic 
strength and stability; and where it is decreasing , the community is 
probably unstable and deteriorating. 

This is not to suggest, as was emphasized earlier, that financial 
institution investment in residential properties is the simple cause o^ 
community stability. The condition of any community is the result of 
many factors -- one of which is the level of conventional mortgage invesi 
The point is that the level (high, low, increasing, decreasing) is a v< 
measure, after all factors (including investment) have had their effed 
the present and likely future condition of the community. 

This important indicator can be produced as follows : HNIDA data g: 
the total number of conventional mortgage loans made in a community dui 
a calendar year by a financial institution. If the total for all inst; 


sales (or deed title transfers) that occurred in the community ror the 
same year, then the comparison is a statement of the extent to which 
financial institutions, as a group, ivere involved in the real estate 
activity of that community for the year. 

The comparison can be expressed as a ratio of loans-to-transfers , or 
the "L/T ratio." For example, if a total of 150 conventional loans was 
reported by all institutional lenders in a community during 1977, and 200 
deed transfers occurred during that year, then the L/T ratio was 0.75. 

The 25 deed transfers unaccounted for by conventional loans could have be< 
financed through other sources such as mortgage companies, credit unions, 
insurance companies, land contracts--or had no financing, i.e., cash sale 
In any case, the L/T ratio is a direct measure of the involvement of 
institutional lenders through conventional loans, and an indirect measure 
of tlie involvement of mortgage companies tlirough goverrunent- secured lendli 
This can be confirmed, short of delving into county mortgage records and 
noting the financing agent for each mortgage, by obtaining MUD records 
of the number and census tract location of properties insured by FMA in a 
given year, and comparing the pattern with the pattern of L/T ratios. 
Figures B and C show these patterns for Cuyahoga County, Ohio, for 1977. 
Generally, where involvement of institutional lenders through conventiona 
loans was low (low L/T ratio), the extent of RIA- insured lending was high 
(as was, therefore, the involvement of mortgage companies). 

(This comparison would be enhanced by the inclusion of VA~ guaranteed 
loans, but unfortunately the Veteran's Administration is not required 
under the Home Mortgage Disclosure Act to make t}iis information available 
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Also, VA currently does not record census tract infonnation on the 
mortgages it secures.) 

An actual example of a city*s L/T ratio pattern is given in Figure 
In 1977, 14 city of Cleveland neighborhoods had ratios which ranged froi 
0.26 to 0.95. At the census tract level, ratios ranged from 0.0 to 2,0 
The lowest ratios were in the economically weakest neigliborhoods, and 81 
of the tracts with ratios less than 0.5 contained non-white populations 
of at least 25%. 

The L/T ratio for the 59 suburban political subdivisions surroundii 
Cleveland within Cuyahoga County ranged from 0.44 to 2.36. (The reason 
for numbers greater than 1.00--i.e., more loans reported than deed tran; 
fers occurred- -is that lenders include in their loan count first lien 
refinancing of existing loans. If such loans were not reported, leavinj 
only property purchase mortgages, tlien no ratio vv’ould be greater than 1 
The fact, however, that refinancing loans are included does not diminisl 
the significance of the ratio. Tlie higher the ratio, even if greater tl 
1.00, the more involved were institutional lenders.) 

Seven of the 59 suburbs had L/T ratios less than 1.00, six of whicl 
were in geographic areas where the greatest degree of suburban racial 
change had been occurring over the previous decade. The suburb with tb 
lowest L/T ratio (0.44) had the highest percent of non-white population 
(79%), and the suburb with the second lowest L/T (0.75) had the second 
highest percent non-white (62%) . 

Even without multi-year documentation, it is reasonable to assume 
that suburbs with ratios less than 1.00 had, in previous years, possess 





began to integrate racially in 1970, has compiled documentation (from 
mortgage records) on actual changes in levels of conventional and 
government-secured lending. Tlie evidence shows marked drops in conven- 
tional lending and increases in PHA/VA loans (along with increases 
in foreclosed, vacant properties) until 1975 when the local community 
congress and city administration began to discuss the situation with 
lenders and real estate firms serving the city. Programs to halt the 
decline and achieve a manageable balance between conventional and govern- 
ment-secured lending were mutually devised and implemented. In 1975 the 
I./T ratio was 0.70; by 1977 it had risen to 1.00. (for an example of a 
program designed to increase levels of conventional mortgage lending, see 
the publication referred to in footnote 1, pp. 59-63, where the "Phila- 
delphia Mortgage Plan" is discussed.) 

A drop in an L/T ratio immediately raises the question, Why has it 
happened? Documentation of the drop provides local officials, community 
organizations and lenders with the basis for seeking an answer. An L/T 
ratio less than 1.00 identifies for lenders an area of "market potential, 
an area wliere they made fewer conventional loans than there were sales. 
The difference between the two figures constitutes loan-making potential. 
Figure E is an example of how market potential be formulated by compa 
ing HMDA-reported loans to property transfers, and how a relatively small 
shift in overall investment distribution could make an enormous differenc 
for a city. 

The lower the existing L/T ratio, however, the more difficult it wou 
most likely be for lenders to increase their involvement since the number 


FIGURE E 

MARKET POTENTIAL, CITY OF CLEVELAND - 1977 


• In 1977, 7,402 residential properties sold in the city of Cleveland a 
5,133 IlNIDA loans were reported. The difference of 2,269 represents 
market potential. 

• Assume half the potential 2,269 buyers (1,134) would liave qualified 
for a conventional loan, and assume they could have been "found" by 
HNIDA- reporting lenders through marketing and promotional activities. 

• Assume the average loan on the 1,134 properties v^ould have been $17,0 
(The average of 5,133 loans made in the city by MMDA lenders was $22, 

• With the above assumptions, the total principal on the 1,134 properti 
would have been $19.3 million. 

• $19.3 million represents: 

• 8.5% of total bank investment outside of Cleveland 

• 1.3% of total S 5 L investment outside of Cleveland 

• 1.1% of total investment outside Cleveland 

• Thus, a very small shift (1.1%) in overall investment distribution 
would have made a major difference in the city of Cleveland (and 
institutional lenders would have increased their market sliare in 
Cleveland by 16 percentage points--fr(mi 69% of all sales to 85%). 

• What could be done in Cleveland with a 5% shift? 

• A 5% shift from outside Cleveland to Cleveland would make 
available $85 million, and could finance: 

• 1,000 combination mortgage ($15,000) and rehabilitation 
($7,000) loans. 

• 9,000 rehabilitation loans at $7,000. 

(Cleveland's Housing Assistance Plan states there are 


would also be smaller. The lower the L/T ratio, the higher the need is 
likely to be for government subsidies to alleviate excessive risk for 
institutional lenders. 

In summary, a pattern of L/T ratios can serve as an adjninistrativc 
and managerial tool in the process of community development and mainte- 
nance for local governments, community organizations and lenders. With 
this tool: 

• Loan and real estate marketing programs can be more 
effectively targeted, 

• The earliest signs of community erosion can be identified, 

• Progress in community maintenance or revitalization can be 
ijnmediately documented, 

• Joint public/private efforts can be more effectively planned 
and implemented, (This point will be discussed at length 

in a following section.) 

A second use to which property deed transfer data can be put is in 1 
:alculation of annual property ‘'turnover rates” for communities. The tui 
3 ver rate is the percent of total properties in a community which sold ii 
1 year. Turnover rates can be calculated by dividing the number of sing] 
family property deed transfers that occurred in the area by the number oJ 
single-family properties (obtainable from the U. S. Census of Population 
and Housing, or a local count) . 

The turnover rate, in addition to the L/T ratio, is an indicator of 
zoimnnity stability. Knowledge of local conditions and trends is neces- 
sary, however, to interpret turnover rates properly. A very stable 
affluent suburb could have a low rate; so, too, could a central city 
leierhborhood which has deteriorated to the noint where sales are nefrligil 


integrating neighborhood where real estate agents were promoting panj 
selling. 

The creation of these tools, the L/T ratio and turnover rate, dc 
on the availability of property deed transfer data (by census tract c 
address which can be assigned a census tract) . County government of J 
have this information, and for large cities it should be obtainable i 
machine readable form. If not, there may be other sources, private 
organizations, such as title companies or real estate data services, 
data are not available in machine form, then the reader may wish to c 
sider a study design which requires deed transfer data for subareas v 
the numbers involved would be within range of a manual count, (pata 
obtainment is discussed in Chapter 2.) 

HMDA Data in Relation to Public Sector Investment . The above di 
sion of market shares and the L/T ratio shows how MMDA data can be us 
create managerial and administrative tools which lenders alone, or le 
with elected officials and community organizations, can use to plan, n 
coordinate and monitor residential investment. With these tools, a n 
rational, businesslike approach to investment in areas where involven 
is low or declining becomes possible. As lenders begin to recognize 
possibility, along with the possibility that they have something to g 
through their increased involvement, then attitudes can begin to shii 
negative to positive. In the hands of a lender whose attitude is one 
let's see what we can do," data otherwise used to accuse lenders bee 
data for market development and more effective managerial performance 

The pinnacle application of these tools and HMDA data is in lint 



Federal prograjns-- public sector investment- -which provide housing 
and community development assistance to distressed urban areas have come 
about partly because of the inherent tendency of economic institutions and 
organizations, operating within a free enterprise system, to move toward 
more secure, profitable markets and away from markets where profits are 
judged not to be worth the costs or risks involved. Financial institutions 
for example, can express this tendency not by explicitly redlining an area 
but by not actively (or to use a key word in the CRA regulations, "affirma- 
tively") seeking to invest in an area. 

Federal programs have in effect been attempting to compensate for, and 
mollify the consequence of, this tendency; to fill the vacuum created by 
the absence of private sector organizations. 

Any proposal that would have financial institutions increase their 
investment in risky areas goes against the grain of this tendency. At some 
point, it goes not only against the grain but against economics. That is 
the point where investments cannot be made profitable. Thus, the more 
economically distressed an area, the more public sector investment is likel 
to be needed to reduce risks or subsidize costs for financial institutions. 

HMDA data can be used to facilitate considerations and actions which 
go against the grain of economic instinct by building risk-reducing linkage 
between public and private investments. This can be accomplished by combin 
ing the two data components into a single investment picture and then using 
that picture for planning and program management. 

The public sector component would include all capital investments and 
physical improvements recently made or planned through local, state or 


federal programs. This information can be obtained from Community Develop 
ment Block Grant applications and grantee performance reports (which 
identify projects, planned and accomplished, by census tract) and from 
annual municipal and county capital improvement programs. In addition, 
the picture should include investments made or planned tlirough special 
housing rehabilitation programs that might be operating in a neighborhood 
or community, such as Neighborhood Housing Services or a non-profit develo 
ment corporation. By tallying the two components and placing them side-by 
side, the initial step of simply recognizing the dimensions of the present 
situation can be taken, for example: 

In the St. Clair- Superior and Glenville (adjacent) neighborhoods of 
the city of Cleveland, on the private side of the ledger, institutional 
lenders collectively invested $1.4 million in residential properties in 
1977 (mortgage and home improvement). Their involvement in the mortgage 
market was low: 157 conventional loans compared to 476 deed transfers. 

(ST. Clair had an L/T ratio of 0.45; Glenville, 0.26.) But 27 of the 
county's 38 HMDA-reporting institutions made at least one loan. Although 
the L/T ratios were quite low, it was not a case of zero involvement by 
most institutions. 

Each lender made its investment without the knowledge of what the 
others were doing, or of what the total picture was, or of what the local 
government, the City of Cleveland, was planning- -which was to invest 
(through the Community Development Block Grant Program) $12.3 million (ove 
three years) in housing rehabilitation assistance and street improvements. 


As one S ft L exeuctive put it; 

Coordination is absent; fragmentation is 
abundant. Financial resources are scarce and they 
are scattered across the landscape.* 

In this example, the facts, once compiled into a single picture am 
commonly shared, form a new basis for considering and planning investmei 
The facts alone could cause some lenders to reassess their evaluation o; 
the neighborhoods; and the extent of public sector investment along witl 
the large number of lenders (27) already involved could motivate lender; 
to become more active in marketing investment in the neighborhood- - 
particularly in light of the 319 deed transfers that did not involve a 
loan from a IM)A-reporting institution. The 319 represents market 
potential, If half the home buyers represented by those transfers coul( 
have qualified for a conventional loan, and if they could have been "foi 
through affirmative marketing programs, the lenders could have doubled 
their business. 

Most importantly, joint consideration of public and private invest; 
can lead to coordinated planning and program development. Decisions by 
each sector can be made to reinforce the other. A neighborhood where tl 
L/T ratio is shown to be declining can be given special investment attei 
by both sectors. Or the two sectors can propose an Urban Development Ai 
Grant program which would provide mortgage assistance to home buyers in 
neighborhoods (or particular census tracts) where the L/T ratio shows 
private investment to be marginal. Joint monitoring of loans and real 
estate activity would then provide objective documentation of progress 


HMDA Data in Relation to Demographic Data . The fourth use of HMDA 
data in relative comparison is with demographic information, the major 
source of which is the U. S. Census of Population and Housing. It is 
possible to compare the lending pattern of an institution [or group of 
institutions such as all commercial banks) with census tract patterns of 
race, income and age of dwelling as given by census tables. Such a 
comparison may show, for example, that relatively few housing loans were 
made by HMDA-reporting institutions in tracts with high percentages of 
minority residents. On the basis of this documentation, lenders could 
then examine their marketing and customer service procedures to determine 
if adjustments are called for. 

The objective of most HMDA analyses conducted to date has been to 
prove the existance of prohibited, discriminatory lending practices. The 
principal prohibitions that apply through federal law to botli commercial 
banks and savings and loan associations are: lending practices which are 
based in any way on race, color, religion, national origin and sex. Savii 
and loan associations are also explicitly prohibited from making loan dec: 
sions on the basis of the age or location of a dwelling. In addition, ai: 
institutions are held to have an affirmative obligation to help meet the 
credit needs of their local communities, including low- and moderate- incoi 
neighborhoods. ^ 

It should be noted, however, that the public is severely limited in 
what it can accomplish in the way of proofs because of the limited avail- 
ability of factual data. A report on the implementation and use of HMDA, 
which was prepared for federal regulatory agencies, states: 



...proving redlining or discrimination requires 
knowledge o£ the demand for loajis, Both redlining and 
discrimination can only^ occur when demand for loans in 
some form exists. That a [HMDA] disclosure statement 
indicates that no loans were made in an area does not, 
by itself, establish the presence of either redlining or 
a discriminatory lending practice because of the possibi" 
lity that cither no loans were requested or tlioso requested 
were denied on legitimate grounds of safety and soundness. 
Furtheremore, the fact that loans were requested in an area 
and not made does not prove discrimination because discri- 
mination is established only when it is shown to be 
directed against the characteristics of individual loan 
applications. Only by establishing that an individual was 
denied a loan or given less favorable terms because of a 
prohibited basis (e.g., race, location of dwelling, national 
origin, etc.) can the presence of redlining or discrimination 
be demonstrated. 1‘hus, an analysis of data on demand showing 
differential treatment predicated upon a prohibited basis is 
needed for a finding of redlining or discrimination.^ 

The same report goes on to say: 

...the public can use I-IMDA data to detect a differential 
pattern of lending among census tracts which may indicate 
the need for further investigation [by federal regulatory 
agencies] to detemine if an institution has violated certain 
of the compliance requirements. The public cannot prove that 
these differential patterns of lending. . .actually derive from 
redlining or discrimination because they do not have access 
to data on the demand for loans in the areas or for the 
populations that appear to be underserved . 8 

The public has no way of knowing the extent of the "demand for loans, 
Only financial institutions and their regulatory agencies have access to 
that information. Limited, however, as the public is, it still can define 
lending patterns in relation to demographic data which may argue strongly 
for investigation and response by lending institutions and their regulatoi 
agencies. And, of course, the L/T ratio can be used as an indicator of 
"donand potential" if not demand itself, The difference between the 476 


deed transfers in the St. Clair-Siqjerior/Glenville neighborhoods (with 
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financial institutions had no part'-and maybe they could not have. But 
on the other hand, possibly through more vigorous marketing activity they 
could have. 


OUTCOMES AND USERS OF HNIDA ANALYSES 

A comprehensive, areawide analysis of HMDA data, involving relative 
comparisons, enables a wide range of users to provide a significant numbe: 
of outcoiT\es--particularly if the analysis is done annually to docun\cnt ch 
and trends. Outcomes can be immediate and specific or more long-tenn wit) 
systemic impact. Exajnples of the former are as follows; 


Immediate Outcomes 


• Financial institutions and the local goveiTunent can coordinate 
private and public investment plans and programs using docu- 
mentation of investment and L/T ratio patterns as planning 

and monitoring tools. Special programs can be- jointly designed 
and targeted to specific census tracts and neighborhoods where 
the L/T ratio (institutional involvement) is shorn to be 
declining or marginal. 

• A single financial institution can review its investment and 
market share patterns in relation to those of othor institu- 
tions, and to a city's pattern of market potential (as expressed 
by L/T ratios), and revise its marketing strategy accordingly. 

» A group of lending institutions can form a "service corporation" 
through which they would share staff expertise, resources and 
risks for attemi:)ting to increase central city investment. 
Investment programs would then be designed and coordinated on the 
basis of various facets of the analyses --such as the extent 
of present involvement by each institution in neighborhoods and 
subareas; the existing share of the market held by each institu- 
tion; the pattern of L/T ratios across the city feertain census 
tracts could be targeted by certain institutions, and tracts of 
lower L/T ratios could be shared as targets to distribute risk) , 
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Development Block Grant Program can review its strategy and 
program distribution in light of HMDA investment patterns. 

• A local unit of government can deposit its municipal funds 
with financial institutions on the basis of each institu- 
tion's support for the city. (It should be noted that 
commercial banks can support a city in a number of ways, 
one of which is residential investment. Other ways include, 
business loans, large and small, and municipal bond purchase. 

The role of thrift institutions is virtually limited to resi- 
dential investment.) 

• Fair housing organizations can examine lending pattems for 
indications of discriminatory lending practices , and/or use 
analyses to identify and support lenders most active in 
furthering integrated housing pattems. 

• Special housing programs, such as Neighborhood Housing Services, 
can use the HMDA analysis to evaluate program progress in rela- 
tion to investment in other neighborhoods or communities. 

• Community organizations and federal regulatory agencies can use 
the analyses in the examination of financial institution perfor- 
mance under the Community Reinvestment Act. 

• Members of the public can use the analyses to evaluate residen- 
tial investment prograins of individual institutions and then 
deposit personal funds accordingly. 


Longer-term Outcomes 

• Representatives of financial institutions and a local govern- 
ment can jointly review investment pattems (both private and 
public) for the purpose of defining longer-term investment 
issues, policy options and strategies for managing urban change. 

This outcome can be particularly significant because of the magniti 

problems and issues affected, and warrants some elaboration. 

A HMDA analysis employing L/T ratios can raise questions concerning 
icy and program implications stemming from a city's pattern of ratios, 
sre ratios are high, indicating economic strength and stability, the 
ective would be, of course, to keep then high. The action program woulc 


involve annual monitoring, and should any decline in ratios occur, 
immediately investigate for reasons. 

Areas with moderately high L/T ratios would be natural targets for 
public/private investment coordination. Such areas would most probably 
be viewed as "basically sound," with significant but not irreversable 
deterioration. These areas could be Neighborhood Strategy Areas in a 
city's CDBG program; they probably would be the first choice for those 
financial institutions looking to increase their central city investment. 

That leaves areas with low L/T ratios. Here deterioration would be 
expected to be at its worst; conventional lending non-existent or nearly 
so; "bankable" buyers and qualified properties would be rare. Without an 
influx of at least moderate- income buyers with resources to rehabilitate 
and maintain properties, such areas would probably undergo widespread 
demolition. 

A l&fDA analysis employing I./T ratios directs attention to the proble 
of low ratio areas, for if moderate ratio areas have not reached the poin 
of irreversible deterioration, then by implication low ratio areas have. 
If so, and if new levels of public/private coordination have the effect c 
preventing moderate ratio areas from slipping into irreversible deterio- 
ration, then questions concerning low ratio areas come to the surface--si; 
as: 

- Wliere in the longer-run will people currently living in these 
areas live? 

- Might there be a point in the future when the paucity of popu- 
lation would make the provision of municipal services difficult 
to justify economically? 



" If few of the existing properties can be maintained, and 
demolition of most is inevitable, what might be the 
future land refuse? 

- What would be the most constructive social and community 
process for moving from the present situation to future 
land re-use? 

The unusual opportunity created by this particular use of MMDA data i 
that the analysis can open the door to questions such as these and to the 
possibility of elected officials, community leaders and citizens coming to 
grips with this most intractable of urban problems. The starting point 
would be in establishing the reality of the situation, and the L/T analyst 
provides a numerical (as against an emotional] basis for this to happen. 
Elected officials, executives of lending institutions, and other community 
leaders can review the L/T ratio picture for their city and then formulate 
community management policies and strategies that are appropriate for each 
segment of that picture. If these policies and strategies can be made to 
encompass all major interests, then the entire community will liave a share 
concept of its future direction. 

• Comprehensive HMDA analyses can affect the performance of the 
entire housing delivery system. 

A second longer-term outcome of a HMDA analysis concerns possible 
impact on the local housing delivery system. Institutional lenders are 
menbers of a group of organizations which together comprise this system. 
Besides lenders it includes real estate companies and brokers, real estate 
appraisers, developers, mortgage bankers, mortgage companies, builders, 
real estate insurers and the federal government as represented by HUD-FHA 



The principal characteristic of a system is that members are inter- 
related: each can affect otliers and in turn be affected; cliange in one 
part of the system has consequences for other parts; the functioning of 
each member depends on one or more other monbers. Because financial 
institutions are affected by the Home Mortgage Disclosure and Community 
Reinvestment Acts, it is possible for some of that effect to bo transmitted 
througli financial institutions to others in the housing system. This can 
happen in the following manner: 

The CRA holds financial institutions responsible for demonstrating tha 
they are fulfilling their continuing and affirmative obligation to help mee 
the credit needs of their communities, including low- and moderate- income 
neighborhoods (consistent with safe and sound operation of such institution 
But financial institutions are dependent on the performance of other member 
of the system for fulfilling tliat responsibility. For example, if real 
estate brokers were to encourage prospective home buyers (looking to buy in 
a particular community) to go to mortgage bankers for financing rather than 
institutional lenders, then it would be difficult for the CRA-regulated 
lenders to demonstrate performance in that commui^ity. In response to this 
situation, and the pressure created by CRA (for involvement in a compla 
can be quite costly), lenders could actively solicit tlie assistance of othe 
members of the housing system for the purpose of fulfilling their CRA obli- 
gation. For example: 

The comprehensive analysis of 1977 HMDA data for the Greater Cleveland 
area showed that involvement of financial institutions in a particular grou 
of suburbs southeast of the city of Cleveland was significantly lower than 


had been experiencing a steady increase in the number of minority house- 
holds. A civic coalition representing one of the suburbs responded to the 
documentation by organizing a 'Miome financing seminar” for real estate broke 
and associates. The soninar was co-sponsored by three financial institu- 
tions, each of which had been involved in a CRA complaint (not originated 
by interests from the suburb). The lenders* purpose in holding the seminar 
was to promote their institutions and sei*vices to the brokers. 

Tlic dynamics of that situation appeared to be these: CRA had placed 
the three institutions in a vulnerable position; L/T ratios Iiad shoivn that 
the 38 financial institutions in the county were collectively less involved 
in that particular group of suburbs than any other; there was no apparent, 
readily acceptable reason why that lower involvement should be the case 
(the suburbs were not low- income); and because of exposure given the three 
institutions througli the CRA complaints, they were willing to meet with 
another component of the housing system and discuss lending programs and 
services . 

Depending on the degree of CRA- induced pressure placed upon financial 
institutions, or the degree of internally generated resolve, the institu- 
tions could give strong encouragement to other organizations in the housing 
system to cliange some ways of operating. For instance, if institutional 
lenders do indeed tend to become less involved in racially integrating 
communities because minorities are inclined to purchase homes through real 
estate brokers who have established relationships with other sources of 
financing, tlien lenders could meet with those brokers and discuss advantage 
in promoting institutional borrowing to their clients, Institutional 


racially integrating communities (^id presumably more involved in non- 
integrating communities] and discuss advantages in modifying their 
business practices. And lenders could also meet with elected officials 
and civic leadei'S to discuss any decline in institutional lending, along 
uit)i possible consequences of that decline, and point out the importance 
of cooperative effort to arrest the trend. 

'fhe outcome of such efforts could well be that institutional involve 
ment (in the foim of conventional mortgages) is maintained or increased, 
and federally-secured lending is Icept to a level where the local comniunil 
and its elected officials are better able to handle foreclosures and pro- 
perties in need of repair. In this way IINIDA analyses which document 
institutional lending patterns can affect the performance of the housing 
delivery system. 

IMPLHMENTATION 

Comprehensive, areawide analyses of HMDA data will result in report: 
and reports often go no further tlian a filing cabinet or a dusty shelf. 

A IIMDA analysis, however, properly structured and presented, is not like! 
to suffer a dusty fate, HMDA information is of interest to many partie: 

Implementation and use of reports will depend upon the approach tak 
to the project and upon the liandling of findings in particular. Por 
example, if project staff assumes that lending institutions do redline 
neighborhoods (no matter what lenders say) and that redlining is the cau 
of neighborhood deterioration, then the HMDA analysis ajtd report will in 
some way reflect that outlook and affect different users differently. 


Lenders would probably react defensively and try to keep as rnuch dist 
as possible; neighborhood organizations would probably seize on the r 
and use it to castigate lenders. 

The point here is not to judge a frame of mind, but to emphasize 
that whatever it is, it wall shape outcomes and that staff liave choic 
to make on how to present analyses and findings. The range of choice 
is broad and beyond the scope of this guidebook. Within the scope, li 
is the particular implementation concept which is meant to be consi.st 
with the approach and design given in this guidclDook. Tliis concept i 
based upon the role and position of an areawide planning organizatior 
could be readily adopted by planning and development departments of 3 
units of governments. 


Implementation Concept 

'fhe ultimate objective of this approach is to produce objective 
mentation and managerial toolS'-businesslike analyses and informatior 
winch support increased involvement by institutional lenders in area? 
where involvement currently is low or declining. In addition, projec 
products should serve to draw together, into shared perspectives, gO£ 
ajid programs, all interests involved with residential maintenance anc 
development. This requires that the implementation process be guidet 
several principles; 

Reports should be statements of fact . The starting point j 
use of HMDA data should be the basic facts. Analyses and findings si 
be presented for what they are: stat^nents of fact, objective infom 



be limited to clarifications of factual points which can be supported by 
the data presented. Speculations or conclusions as to motives, attitudes 
or internal practices of lenders cannot be substantiated by HMDA data and 
would be out of place in tl\is approac!\. 

Facts do and will speak for thanselves, and an analysis that is tech- 
nically sound and structured to produce credible relative comparisons will 
meet the prerequisite conditions for use and action. Many actions and uses 
will result simply from publishing the basic information; other outcomes 
will require cultivation. 

All interests are considered equal . As indicated earlier, the 
concept underlying this approach assumes the position tliat the rise and 
fall of neighborhoods is the end result of influences stemming from a 
number of sources- -one of which is financial institutions and their invest- 
ment. No one source is singularly responsible; each has its own particular 
responsibility, and in that respect all are more or less equal. 

Consistency with this position requires that HMDA analyses and reports 
be conducted free of advocacy for or against any particular interest -- 
particularly if a goal of the analysis project is to help draw together all 
interests into shared perspectives, goals and programs. 

Continuity of Effort Produces Maximum Benefits . The best of 
payoffs in neighborhood or community maintenance and development come 
through continuity of effort. Increased institutional involvement, expanded 
collaboi'ation, greater acceptance of personal and institutional responsibi- 
lity, changes in the housing delivery system--all require continuity of 


effort through ai\ evolving process. This means that HMDA data analyses 
need to be annually performed and reported, and that two years or more 
might be required to develop the basic understandings and orientation 
required to make full use of findings and tools. 

The annual documentation could easily become a component of a county 
or regional information system for planning, programming and community 
managejment--such as the Municipal Automated Geographic Information System 
operated by the Washington, D, C., Department of Housing and Community 
Development (see Appendix C, "Resource Organizations") . 

Roles of Implementors 

Principal implementors of the HMDA project are project staff of an 
areawide or municipal planning organization and local elected officials. 
The role of staff in implementation is quite distinct from that of officii 

Project Staff/Planners . The prime function of staff is to produce 
HMDA data analyses that are teclinically sound, objective and structured 
for good, practical marketing utility. Steps that can be taken to ensure 
this will also serve the purpose of cultivating implanentation and use of 
findings. 

The initial task, prior to data processing, is to detemine the 
analysis design and to articulate the rationale for that particular desigi 
(Again, the design presented in this guidebook is meant to be a starting 
point for other designs or modifications,) Having done that, staff is 
advised to offer its design, as a draft, to technical experts and users 
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Executives of financial institutions whose data are the 
subject of the project. 

- Members of local community organizations. 

- Staff of special housing programs, such as Neighborhood 
Housing Services. 

“ Key local elected officials. 

“ Representatives of federal and state financial institution 
regulatory agencies, (If the project is being undertaken 
in a large metropolitan area, a regional office of one or 
more federal agencies (such as the Federal Home Loan Bank) 
might be located there. In any case, all federal agencies 
now have staff assigned to the function of "community 
investment" and can be of assistance. See Appendix C.) 

- Staff of municipal, county and (if the study is done by a 
non-APO) areawide planning departments. 

The review process will expose technical shortcomings and raise points 
not thought of by the design staff. Of equal importance, the px'ocess of 
implementation will have begun with those who will use or be affected by 
eventual findings. They will have begun to think about and discuss the 
project, its possible outcomes, implications of those outcomes, etc. Pro- 
ject staff is advised to be involved in these discussions as much as 
possible, so as to understand more fully the various interests and perspec- 
tives involved in the issue of residential investment, and thus be in the 
best position to provide the most useful information and aiiaiyses in tlie 
most constructive fashion. 

Also in the course of this process, staff can look for opportunities 
to introduce people who are engaged in one facet or another of community 
development and maintenance, but who had not had the occasion to meet. 
Examples would be financial institution executives and community develop- 
ment experts, executives from institution A and some from institution B, 



a community reinvestment specialist with a Federal Home Loan Bank and one 
with the Comptroller of the Currency, and so on. 

This linking of people who are separated by organizations, and in so 
cases different priorities, is an important function for staff to provide 
The initiation and cultivation of such relationships takes time- -but 
through such investment the most important payoffs will result. Again, 
continuity of effort, over the long haul, produces maximum benefits. 

It is advisable for staff to follow the same review process once the 
HMDA analysis is completed and a report is drafted. This will secure tec 
nical validity and undoubtedly provide much in the way of guidajice for 
expressing and explaning findings. The review will also have the effect 
preparing users for publication of the final report. 

A final point about the role of project staff/planncrs concerns "tec 
nical assistance." Staff should assume that the provision of technical 
assistance to users will be an important function during implementation. 
There will be users who will need explanations of various aspects of the 
project design, of limitations on data and conclusions, possible additior 
uses of data, and so on. This assistance could easily prevent misunder- 
standings and distortions from growing and enable constructive uses to oc 
that otherwise would not. Staff might also find new opportunities to lir 
people and organizations (as discussed above). 

Local Elected Officials . The role of local elected officials 
in the implementation process can include a number of key activities : 

- Discuss with project staff the concept and design, and sug- 
gest individuals who might be appropriate reviewers. 


Initiate discussions with financial institution executives 
on the meaning and implications of project findings, 


- Initiate discussions with finajicial institution executives 
and city planning staff on the possibilities of increasing 
coordination between public and private investment. 

- Monitor with lenders and community leaders ajuiual changes 
in investment and L/T ratio patterns. 

- Create opportunities for community leaders to become 
involved in longer-term investment issues, policy options 
and strategies for managing urban change and development. 

Underlying eadi of these activities is the unique position of the 
elected official; the position with a major responsibility for the well- 
being of the conmunity as a whole. Within tliat whole, the particular 
self-interests of financial institutions, neighborhoods, realtors, etc., 
form distinct parts, which if balanced properly in terms of influence 
and responsibility produce healthy, stable neighborhoods. T]ie implements 
tion of the findings of a HMDA analysis project will bo greatly aided by 
tliose officials engaged in seeking that proper balance. 


RESOUKCBS AND DATA SOURCES REQUIRED 

the extent of resources required to undertake a HMDA analysis projec 
depends on tlio size of the metropolitan area. The larger the area, the 
greater the amount of data to be compiled and processed. The project the 
is the basis of this guidebook can be used as a frame of reference. Majc 
data dimensions are as follows: 

• The analysis involves all l-ftlDA-reporting financial institutions 
whose home offices are in Cuyahoga County, Ohio (which includes 
the city of Cleveland], That is ten (.10) commercial banks and 
28 savings and loan associations. (As examples of the range in 
number of institutions, In 1977 there were 54 HMDA-reporting 
institutions in San Diego County; in Erie County, New York 


(Buffalo) there were 24; in Cook County, Illinois (Chicago) 

457. (The Cook County number is large because state 
restrictions have prevented institutional branching.) 

• The 1977 HMDA reports of the 38 Cleveland institutions 
required 200 person/hours to code for computer card 
punching. The number of cards punched was 10,000, requir- 
ing 75 person/hours. 

• Cuyahoga County contains a population of approximately 1.5 
million within 354 census tracts. 

• In 1977 approximately 30,000 property deed transfers occurred 
in the county- “24, 000 of which were residential. This infor- 
mation was available in machine readable form from the office 
of county auditor. 

Staff time required to complete a first-time analysis of one year's 
data of the above dimensions (including additional data on financial 
institution deposits, FliA- insured properties and certain demographic 
characteristics of neighborhoods and communities) is in the order of twe] 
person/months (two persons for six montlis). Once staff gains the experic 
of having done the analysis, and once local data systems needed for the 
project are defined, then the time required in succeeding years should b? 
appreciably less. 

In all likelihood, two persons will be needed: a computer specialij 
(knowledgeable in SPSS or equivalent software packages) , and another pers 
who would develop contacts with users, conduct the process of teclmical 
review, write reports, make presentations, etc. 

All data required for undertaking this project are readily availablt 
except possibly that of property deed transfers. If transfer data are nc 
available in machine readable form, then that component of the project 
design might have to be postponed. In such case a modified design invol> 

iTio 1713711131 rnTimil3tnnn nf trsTiQfAr'? fnr cjftlfict areas should be feasible. 



If transfer data are not used at all, total project time would probably be 
reduced by 501. A computer is, of course, a great aid to the project, 
but without one, important tables and calculations can still be done 
manually. Specific contacts for data and technical assistance are given 
in Appendix C. 

SUMMARY 

The Home Mortgage Disclosure Act is an unusually significant piece 
of federal legislation, for purposes of community development and mainte- 
nance, because of its potential to influence the flow of private sector 
investment capital through the local economic system. 

The objective of the particular use of HMDA data presented in this 
guidebook is to produce managerial tools'-businesslike analyses and 

information- -which support increased involvement by institutional lenders 
where involvement currently is low or declining. 

Achievement of this objective calls for a HMDA data analysis which is 
comprehensive, areawide in scope and structured for relative comparisons. 
Relative comparisons enable institutional market share patterns and (when 
deed transfers are employed) degrees of institutional involvement to be 
documented. The ratio of loans-to-transfers for any given area is an 
indicator of residential health and stability. A pattern of L/T ratios, 
annually documented, can serve as a key administrative and managerial 
tool in the processes of community development and maintenance. When HMD^ 
data are combined with that of public sector investment Csuch as Communit) 



Development Block Grant), the resulting picture can facilitate increas 
private sector investment and coordination between the two sectors, 

Additional outcomes can be both immediate and long-term, and spar 
the range of organizations and interests engaged with community develc 
ment, housing maintenance and fair housing. Most significant is the 
potential for financial institutions to affect the performance of othe 
members of the housing delivery system. 

Implementation of a HMDA analysis project is ideally suited to tl 
role of '701' planning organizations and the function of areawide comf 
hensive planning. 


CHAPTER 2 


TECHNICAL DETAIL 

This chapter provides technical detail for implementing a HMDA 
analysis project and is organized in five sections. The first describe 
the tabular format used for ccMnpiling and presenting data, including st 
by-step example readings of each table. 

The second section concerns highlighting of findings and includes 
exaiiples of possible highlights. In the third, illustrations and maps 
for visual conveyance of data and findings are given. The fourth and 
fifth sections discuss obtaining data, preparing data for processing, a 
data processing. 

TABULAR FORMAT 

Tables are used to present compilations of demographics, deed tran 
fers, and financial institution loans. With the census tract as the ba 
building block, each table can be made to cover any geographic area-'fr 
a single census tract, to any combination of tracts, to a total county. 
The following examples are in terms of neighborhood, city and county, a 
are the result of summing data for the particular tracts comprising the 
areas . 


Community Profile 

Figure F represents a "community profile" for the census tracts fc 
the St. Clair-Superior neighborhood of the city of Cleveland. This tal 
can be constructed for each neighborhood of a central city and each sui 


FIGURE F 

COMMUNITY PROFILE 

ST. CLAIR-SUPERIOR NEIGHBORHOOD 


AREA CENSUS TRACTS ; 1112, 1113, 1115-1119 
HOUSING STOCK y\ND OCCUPANCY AS OF APRIL 1976^ 


1- family dwellings 

1,497 

Total 

1-4' family dwellings 

3,516 

2- family dwellings 

1.2S1 

Units 

in large apartments 

702 

4- family dwellings 

44 

Ihiits 

vacant 

in large apts 

48 

2-4- family miscellaneous 

724 

Total occupied units 

7.321 

NBV WVELLING UNITS CCMPLETED^ 


1976 

1977 



I'faraily dwellings 




Units in multiples 






REAL ESTATE ACTIVITY - 1977 
Deed Transfers^ 



Nutber 

Average , 

Sales Price 

Average Tax 
Appraised Value 

1- family 



68 

$ 11,068 

$ 3,847 

Condominium 



0 



2- family 



78 

9.778 

3,834 

2- or 3-faraily conversion 


8 

11,988 

3,850 

4-6- family 



23 

11,465 

4,573 

Total 1-4-family^ 



172 

’ 


Large apartments 



5 

8.660 

6,872 

Total number transfers (residential) 

177 




Deed Transfer Rate ^ 

1- family trai^fors 
l-tamily dwellings 


X 100 « 4.S I 


l-4-£amily tra^fers 
r-T-family dwellings * 


100 » 4.9 % 


DE^^^GRAPHIC5 

Estimated Racial Composition of Census Tracts in Area^ 


Census i % Non-white Census , % Non-white 


Tract 

1970 

1975 

1977 

Tract 1 

1 1970 

1975 

1977 


27.5 

38.3 

10“ 

BfTM 


6.1 

15.9 


0.0 

0.0 

16.7 

1118 

63.6 

71.5 

72.7 

iil^l 

0.0 

7.6 

3.8 

1119 1 

1 38.4 

78.1 

81.7 

1116 1 

2.9 

10.5 

14.4 






^"Family and Housing Characteristics for 1976," Northern Ohio Regional Infonnation 
Center. 

^Cleveland Electric Illiminating Company, Market Research. 

^Records of Cuyahoga County Auditor's Office. 

^Number of 4-fainily transfers estimated by assuming 80% of 4-6-family category was 
4-fainily. 

transfers do not Include condominiua units. Dwellings include new 1-family units 
cofl^jleted in 1976. 

Reiwrt on Ponulation and Race: Estimates of the Racial CarnDPSition of Census 





• AREA CENSUS TRACTS --the tracts that coinprise the communi 

• HOUSING STOCK - -the existing housing stock in terms of th 
number of 1- family dwellings, 2-£amily, etc. 

• NEW DWELLING UNITS COMPUiTED -nev^i construction. 

• REAL ESTA'rE ACTIVITY- -a summary of the property deed tra 
£ers (sales) that occurred in the community during the 
previous year. These numbers are arrived at by totaling 
sales in each census tract. Categories given are those 
used by the Cuyahoga County auditor to classify properti 
and probably will vary from county to county. The ”1-4- 
famiiy” category is important because it represents the 
in the L/T ratio. (Tlie category must be 1-4- family to c 
foim with loans as reported on statements.) In thi 
example '’average sales price” is given when in most case 
the median sales price would be more significant. 

Note that "deed transfer rate” does not neces.sarily indi 
cate rate of households moving in or out of an area, for 
does not take account of renters or internal moves. 

• DEMOGRAPHICS - -Sho\tfn is the estimated racial composition 
each census tract in the area. This information is nece 
to compare lending patterns with racial living patterns. 
U, S, Census of Population and Housing (1970-1980) provi 
these data, but in this example estimates for the year 1 
were used. These estimates were produced with a methodc 
devised by the Cuyahoga Plan of Ohio, Inc., a fair housi 
organization. 

Other demographics such as income, household size, and a 
dwelling could be included in this table. 


HMDA Data 


Figure G represents the basic HNIDA data processing format, 
exajiple given is for a neighborhood (St. Clair-Superior). The c 
program totals the loans reported for each census tract in the i 
hood and calculates several iji^ortant percentages--including ”mc 
An example reading of this table follows these notes: 

• A conventional l~4-£amily mortgage loan is a loan securt 
a first lien on residential property, including first 1; 
refinancing of an existing loan. 


FIGURE G 

HMDA FINANCIAL INSTITUTION INVESTMENT - 
ST. CLAIR-SUPERIOR NEIGHBORHOOD 
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A home improvement loan'* is a loan unsecured or secured by 
collateral other than a first lien on residential real pro- 
^ which are to be used for repairing, 

rehabilitating or remodeling an existing residential dwell- 


• Reported loans do not necessarily include loans originated 
and sold or paid in full during the year in question. 

• Lenders report their loans as "originations" (i.e., loans 
made originally by the depository institution), "purchases" 
(i.e, , loans originated by another party but purchased by the 
depository institution), or "participation" (i.e., where the 
loan is made jointly or cooperatively). Most loans reported 
were originated, hut where purchases or participations were 
involved, they are identified as such in this table, followed 
by the institution total for all types. 


example reading: 


• Listed doivn the left side of the table is each institution 
which reported an investment in the St, Clair-Superior 
neighborhood in 1977. TVenty-one are listed, which means 
that 17 HMDA- reporting institutions made no loans in this 
particular neighborhood. Banks (7 of them) are listed first 
in alphabetical order, followed by S § L’s. At the bottom 
of the table are found totals for all banks, all S ^ L's and 
all institutions combined. 

• The first major column heading is MORTGAGE LOANS (1-4- PAMILY), 
wliich is subdivided into FHA OR VA and CONVENTIONAL. Under FHA 
OR VA (that is, government-secured loans made by these lenders) 
one sees that S ^ L K originated one (1) for $6,000 and S S L T 
purchased two (2) involving a total principal of $25,000, for 

a total of three (3) such loans and a combined principal of 
$31,000. 

• Moving across the column: under CONVENFIONAL one sees that 
Bank C originated ten (10) loans. These 10 loans represented 
12.81 of the total (78) conventional loans made in the neigh- 
borhood. The 10 loans involved a total principal of $100,000, 
which represented 12.5% of the total principal invested by all 
MMDA- reporting lenders in conventional 1-4-family mortgages 
($800,000). The 10 loans had an average principal of $10,000. 

• Moving across to the major heading HOME IMPROVEMENT LOANS (1-4- 
FAMILY) and continuing on the Bank C line, C originated 19 such 
loans, which represented 12.5% of the grand total (152), involv- 
ing a total principal of $48,000, or 9.1% of the neighborhood 
total of $528,000. 



for $20,000. 


• The last major column is TOTAL INVESTMENT IN AREA. Cont: 
with Bank C; Under TOTAL PRINCIPAL is the figure of $16i 
This is the total investment (all mortgage and liome imprc 
dollars combined) made by C in the St. Clair-Superior ne: 
hood in 1977. 

In the next sub-column, the $166,000 investment represeni 
12.01 of the grand total investment ($1,381 million) mad( 
all 17 institutions. 

Moving to the next sub-column, the $166,000 investment rt 
sented 4.2% of the amount invested in the city of ClevelJ 
Bank C ($3,972 million, see Figure H) and 0.7% of the anic 
invested in Cuyahoga County by C ($25.14 million, Figure 

• The last column, TOTAL INVESTMENT IN AREA, shows: 

- The largest dollar investor in the neighborhood was 
S ^ L Q with $310,000 (22.4% of neighborhood total). 

- 'The largest percentage investor in terns of its dis- 
tribution of investment across the city of Clevelanc 
was again S 5 L Q with 10.8% of its Cleveland total 
in this particular neighborhood. 

- The_ largest percentage investor in terms of its dist 

bution of investment across the county (covering 59 
suburbs plus Cleveland) was S § L 0. 2.5% of O's tc 

county investment went into the St. Clair-Superior 
neighborhood. 

• The various percentages in this table document institutic 
involvement from several perspectives: 

The number of loans as a % OF AREA states each insti 
tution^s market share in relation to all other IWA- 
reporting institutions. Bank C's 10 conventional 
mortgage loans amounted to 12.8% of the market, whic 
(along with Bank D) was second to S ^ L Q's 44.9%. 
Bank C's involv^ent in this neighborhood can be com 
pared with its involvement in all other neighborhood 
and suburbs. Degrees of involvement can be ranked a 
mapped (Figure A is an example) . 

- The total number of conventional loans by all banks a 
a group (20) and all S § L's as a group (58) offers 
another perspective. With their 20 loans, the banks 


had 25.7% of the institutional conventional mortgage 
market. Again, this percentage for each neighborhood 
and suburb can be ranked and mapped so as to display 
the pattern of involv^ent by banks as a group and 
S § L's as a group. (The involvement of banks as a 
group in neighborhoods and suburbs across Cuyahoga 
County in 1977 ranged from 5% to 49%. ) 

- The neighborhood total of 78 institutional conventional 
mortgage loans offers another perspective when compared 
with the deed transfers (sales) that occurred during 
the same year. Figure F shows a total of 172 sales of 
1-4-family properties. The neighborhood L/T ratio was, 
therefore, 0.45--fourth lowest of 14 Cleveland neigh- 
borhoods (see Figure I, L/T RATIO column). The dif- 
ference in the figures, 94, represents theoretical 
market potential. If half the 94 home buyers had been 
able to qualify for conventional financing, and if tliey 
could have been "found"' by the institutions, the lenders 
would liave increased their business in that neighborhood 
by G0%, arid increased the L/T ratio to 0.73. 

- Percentages in the column under TOTAl. INVES'lMENT IN ARPIA 
enable the involvement of a single institution (or banks 
and S 5 L's as groups) to be viewed in relation to all 
other institutions at the neighborhood, city and county 
levels. 

- Although an actual percentage is not given in the table, 
the split of investment between mortgages and home 
improvement loan.s is apparent. Of t)ie banks’ $681,000 
total investment in the St. Clair-Superior neighborhood, 
$463,000 (or 68%) was in home improvement loans, while 
for all S ^ L's the figure was $65,000 out of a total of 
$700,000 (or 9%). 

Figure H is the same table but for the entire city of Cleveland. At 
level, for example, one sees that: 

t Bank C’s share of the conventional market was 1,7% --consider- 
ably less than its 12,8% share in the St. Clair-Superior 
neighborhood. 

• Bank C invested a total of $3,972 million in residential pro- 
perties in the city of Cleveland during 1977, and that repre- 
sented 2.4% of all dollars invested in Cleveland by all IJMDA- 
reporting institutions and 15.8% of Bank C's total investment 
in the county (including the city of Cleveland) . 



FIGURE H 

HMDA FINANCIAL INSTITUTION INVESTMENT - 1977 
CITY OF CLEVELAND 
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Summary Tables 

Figure I is a sunimary table of key information for each neighborhood 
and suburb. All but one bit of this information (FHA data] is taken from 
previously discussed tables. Listed first are 14 city of Cleveland neigh- 
borhoods; suburbs follow. Again, using St. Clair-Superior as an example: 

0 The DEHD TRANSFER ("turnover") RATE of 1-FAMILY DWELLINGS for 
1977 was 4,S% (from Figure F) . 

• The L/T RATIO was 0.45- -calculated by dividing total conven- 
tional loans reported on 1-4- family properties (Figure G, 

TOTAL AI,L INSTITUTIONS: 78) by TOTAL 1-4-FAMILY DEED TRANS- 
FERS (Figure F: 172). 

• MORTCoAGE LOANS, % BY S 5 L’s and % BY BANKS represents 
"market split" for the neighborhood. From Figure G, TOTALS, 
the 58 S 5 L conventional mortgage loans were 74% of the 78 
total; banks* share was 26%. 

• lUFAL dollar INVESTMEN'F (mortgage and home improvement) for 
S S L's was $700,000 (Figure G, TOTALS); for banks $681,000. 

• 1-F.AMILY DWELLINGS INSURED BY l^HA IN 1977 numbered four, 
which represented 5.9% of total 1- family deed transfers. 

(The FII/V figures in this table were obtained from I-IUD, and 
do not necessarily overlap the three FHA or VA loans given 
in Figure G. The three could have been VA- guaranteed.) 

• Tiie AVERAGE SALES PRICE of 1-FAMILY properties was $11,069 
(Figure F). 

Figure J is a table of county-level totals of residential investment 
(and deposits). Cuyahoga County (Cleveland) is the central county; the 
other four counties are contiguous. This table provides an areawide per- 
spective on the distribution of investment by institutions whose home 
offices are in Cuyahoga County. For example: 

• Bank C invested $25.14 million in Cuyahoga County (including 
$3,972 million in the city of Cleveland), That amount repre- 
sented 73% (the figure in par^theses) of the bank's grand 



FIGURE I 

COMMUNITY SUMMARY - 1977 

REAL ESTATE ACTIVITY/INVESTMENT BY INSTITUTIONAL LENDERS 



*M3rtgage loans on 1-4-family dwellings (conventional only). 
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of the ijistitution's total (i.e. , Bank C had no offices 
in other counties). 

• Nioving across the Bank C line, it invested $1,941 
million in Geauga County (representing 61 of total) , 

$1,966 million in Lake County (6% of total), and so on. 

• Investment listed in the OlllER column could have been 
in other nearby counties, or elsewhere. Financial 
institutions list their investment on IMDA statements 

in terms of "inside" a particular S'lSA and "outside" that 
SNISA. Most "outside" investment seems to involve "purchases" 
in the "secondary housing market" (FMMA and GNMA) , 

• Bottom line totals of this table show that 74% of all bank 
investment was in Cuyahoga County (where 100% of bank 
deposits were held). But banks and S § L's combined 
invested S3% of all dollars in Cuyahoga County (where 94% 
of all deposits were held). The same table for S § L's 
would show that S 5 L investment was six-times that of all 
banks, and that 50% of S 6 L investment was in aiyahoga 
County, where 90% of all SQL deposits were held. 

• The column at the far right of Figure J is headed by I/D, 
which represents the ratio of investments to deposits. It 
is the ratio of the book value of all outstanding loans 
secured by residential properties Xconventional and government- 
secured) to total deposits held. (See p. B2 for discussion of 
data sources for I/D ratio.) 

'fhe I/n ratio expresses the extent to which an institution 
has invested its deposits in residential properties. Figure J 
shows the larger commercial banks with figures ranging from 
0.17 to 0.21. Bank C's figure of 0,17 means that for every 
$100 of deposits held, the bank had $17 in outstanding loans 
on residential properties. During the same year, most S Q L's 
had I/D ratios of at least 0.80, which illustrates the basic 
difference between thrift institutions and commercial banks. 
Thrifts serve primarily the credit needs of home purchasers; 
banks serve primarily the credit needs of businesses and 
industries. 

The Use of Deposit Information . The above reference to deposit 
Lgures requires some elaboration. Consuunity organizations have been 
iclined to use the amount of deposits held by a financial institution 
1 a neighborhood as a direct indicator of what should be the institution* 


vestment in tne neignoornood. Deposit data do not lend themselves to that 
e. Deposits held at a particular office do not necessarily belong to 
ople living in the vicinity of that office. People often open accounts, 
ve, ajid continue their account at the original office. Or some will open 
account at an office because of convenience of location, not because 
ey live nearby. 

Deposit data, therefore, cannot be related to small geographic sub- 
eas as can tlie rest of the data employed in this analysis. For large 
eas, however, such as county, a significant degree of relationship might 
valid. For example: 

Figure J shows that in 1977, 53% of all residential investment by the 
Cuyahoga County institutions was inside the county, where 94% of all 
posits were held. If it is reasonable to assume that a very large percent- 
e of all depositors (certainly greater than 53%) lived within the county, 
d if it can be shown that residential investment opportunities existed 
thin the county, then possibly the distribution of investment capital 
uld be questioned. 


GHLIGHTING FINDINGS 

Significance of findings might vary from city to city, but possibili- 
es for highlighting are: 

• L/T ratio -- Which census tracts, neighborhoods, communities 
HadHthe lowest ratios? If a multi-year analysis was performed, 
where did ratios increase? decrease? How did the pattern of 
L/T ratios compare with public-sector investment target areas 
(such as CDBG Neighborhood Strategy Areas)? With demographic 
characteristics of neighborhoods and communities? 

• Market potential -~ If there were L/T ratios less tl^ 1.0, 
what was the size of the market potential and what impact 


would realizing that potential have on investment elsewh 
This can be a particularly imjDortant product of the anal 
Figure E is an example statement of market potential. 


• Institutional involvement --In which neighborhoods or 
communities were S ^ L's as a group most involved, least 
involved? Same for banks as a group. 

• Turnover rate -- \’/hich census tracts or neighborhoods ha 
the highesYTumover rate? The lowest? 

• Overall distribution of investment What percentage of 
investment went to the central city? suburbs? elsewher 
(Figure M. ) 

• Institutional comparisons -- What was the relative invol 
of financial institutions in an area, such as a central 
Inevitably, the question is raised, and in the event sta 
wishes to provide an answer, methods are suggested: 

Figure K represents a ranking of institutions 
on thebasli^of three factors. For example: Insti- 
tution D invested $12,456 million in the central cit 
in 1977 and those dollars were 20.6% of the total D 
invested in the County. In terms of that factor, D 
was at the top of the list of the largest institutio 
The ratio of D*s central city investment to its 
deposits held in the county [times 1000) was 31. 6-- 
second highest of the largest institutions. And 10% 
of D's conventional mortgage loans were in census tr 
with L/T ratios of 0.5 or less. This third factor 
measures the degree to which the institution was inv 
in areas where all institutions taken collectively w 
least involved- 'that is, areas where the market pres 
was most difficult. Thus, of the largest institutio 
D was in the top three on each of the three factors. 

Figure L . In this method, the first step is tc 
the institutions in terms of deposits held within th 
county. Each institution is then considered in rela 
to the largest. For example: Institution II, in 19 
was 0.46 the size of institution I and had 0.65 the 
of offices. Institution II 's offices within city of 
Cleveland neighborhoods were 0,43 of institution I's 
dollar investment in residential mortgages was 0.28 
in home improvement loans it was 0.51 of I's, and th 
bined investment was 0.42 of I's. In the suburbs of 
county, II had .73 of I's offices and invested in me 
.67 of what I did--and so on. 


With this method, it is auriarpsT^t that •inci-T't'iii'-i 


FIGURE K 

FINANCIAL INSTITUTIONS RANKED IN TERMS OF 
RESIDENTIAL INVESTMENT IN CENTRAL CITY - 1977 


TOTAL RESIDENTIAL INVESTMENT^ 


Amount I of 
Institution ($ in OOO's) County 


Ratio to County , 
Deposits (x lOOO)'^ 



($ 993) 

C 1,326) 
( 4,264) 
( 12,456) 
( 4,420) 
( 21,461) 
( 14,063) 
f 3,165) 
C 7,SS7) 
C 2,887) 
( 1,855) 
( 2,657) 
C 13,725) 
( 2,316) 
( 3,147) 
C 2,426) 
( 12,511) 
C 4,477) 
i 4,550) 
( 219) 

c 527) 
( 2,394) 
C 2,407) 
C 73) 
C 146) 
( 35} 


34.1 

27.0 

25,4 



1.6 



CONVENTIONAL MORTGAGES 


Total i in Lower 
No. L/T Areas ^ 



Hotal principal amount of all loans (mortgage and improvement) made in central 
city during 1977. 


"Total principal amount lent by the Institution in the central city as a per- 
centage of total lent by the institution in the county. 


^Ratio of total principal lent in the crotral city by tlw institution to total 
deposits (savings and tune) held within the County by tiie institution (times 1000). 


‘^Number of conventional loans made by the institution In central city areas where 
the L/T Ratio ivas less than .5 as a percent of total conventional loans made. 
(L/T is ratio of total conventional loans made in an area by all instdeutions to 
total number of deed transfers.) 


m^Deposits held in County greater than $200 million. 

Deposits held in County less than $200 million, greater than $100 million. 
































FIGURE L 









more in the city of Cleveland. With 421 the size and 
one-fifth the offices. III invested 95 dollars for 
every 100 by institution I. 


ILLUSTRATIONS AND MAPS 

Visual conveyance of data and findings through illustrations and im 
is particularly importaiit. Tables alone usually will not make apparent 
patterns and relationships between patterns. Pictures can aid greatly. 
For example, Figures B and C convey the relationship between L/T ratio a] 
FHA- insured lending. 

The following illustrations and maps are examples. Careful considt 
ration should be given to the selection of illustrations, choosing those 
wliich portray particularly significant foldings. 

" Pie" Charts 

Figure M represents a highly effective illustration- -a "pie" chart 
which in this case shows the geographic distribution of investment percei 
ages. (The percentages are from data in Figures H and J.) 


Maps 

• Figure A represents the market share distribution of one 
financial institution, by neighborhood. For more detail, 
the institution’s market share in each census tract could 
be calculated and mapped. 

• Figures B and C are examples of computer-made maps (B 

LA ratios by neighborhood and suburb, and C shows 
FHA- insured loans for the same geographic areas). The 
computer program employed is the Synagraphic Mapping 
System (SYMAP) . 

SYMAP is a widely used mapping program which outputs to a 
standard line printer (as opposed to a pen plotting device) . 
The program is capable of creating complete maps, including 
legend, title, boundaries and other information, which 
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and texture, depending on user- selected symbols and data 
interval ranges. 

• Fi-g^te D is a map of census tract L/T ratios for the city 
of Cleveland. 

• Figure N shows a map of census tracts and neighborhoods 
used in the analysis for the city of Cleveland. 

• Figure 0 is a map of -all bank and S ^ L offices by neigh- 
borhood and suburb within Cuyahoga County. 

• Figure P represents a census tract map of estimates of 
non-white population, the pattern of which can be used 
for visual correlations with other maps, such as Figures 
B, C and D. 


OBTAINING AMD PREPARING DATA FOR PROCESSING 

HMDA and Government-backed loans 

Obtaining , Financial institutions prepare loan disclosure stateme 
within ninety days of the close of each calendar year. Institutions are 
required to provide copies upon request and may impose a reasonable chat 
for the cost of reproduction. 

Legislation to renew the Home Mortgage Disclosure Act in 1980 spec 
that federal regulatory agencies will increase accessibility of the pubJ 
to disclosure information through a centralized data depository in each 
Before approaching financial institutions directly, the reader may wish 
deterrfiine (by contacting a regulatory agency, Appendix C) if a central 
depository has been established in his or her SMSA. 

The HMDA renewal legislation also specifies that the U.S. Departme 
of Housing and Urban Development will disclose information on FHA-insuri 
mortgages. This information may be obtained from the newly-established 




FIGURE N 

ANALYSIS AREAS (AND CENSUS TRACTS) WITHIN THE CITY OF CLEVELAND 


o 



SOUTHEAST 


FIGURED 

BANK AND SAVINGS AND LOAN ASSOCIATION OFFICES 
WITHIN CUYAHOGA COUNTY POLITICAL UNITS 
AND CITY OF CLEVELAND NEIGHBORHOODS 
(BANKS AS OF 6/30/77; S&L'S AS OF 9/30/77) 



STRONGSVILLE 





FIGURE P 

PERCENT NONWHITE - 1877 
(CUYAHOGA PLAN ESTIMATES) 



CUYAHOGA COUNTY 





centralized depositories, HUD area offices or a computer tape can be obt 
from Management Information Systems Division, HUD-FHA., Washington, D. C. 
(Appendix C) . This tape (Master Statistical Case File F3019M for whatev 
counties requested) contains extensive information on FHA- insured proper 
(except the name of the mortgagor, FHA case number and the house number 
portion of the property address). Tliere is a nominal charge for the tap. 

The Veteran's Administration is not required under HMDA to make av 
able information on the mortgages it guarantees, nor does VA record in it 
files the census tract location of properties. 

It should also be noted that the 1980 HMDA legislation requires th 
Federal Financial Institutions Examination Council to do certain annual i 
pilations of HMDA data for all SMSAs. The reader may wish to investigati 
the extent of progress on implementing this service. 

Preparing . Prior to the legislative renewal of HMDA in 1980, the 
of disclosure statements was suggested but not required. With the renew 
however, a standard format is to be used. Figure Q shows the pre-renewa 
suggested form, which is likely to be similar to the new standard form. 

Institutions report loans as "originations," "purchases" or "parti* 
pations" (see p. 54 for definitions). The vast majority of reported loa 
are likely to be originations, and few, if any, will be participations. 
Kach of these categories is also reported in two sections. Section I 
includes loans relating to residential property located witdiiji the relevi 
SMSA, and contains loans by census tract and type (i.e., govemment-secu 
mortgage, conventional mortgage, home improvanent, multi -family mortgage 


IRE Q 

TGAGE LOAN DISCLOSURE STATEMENT 













Section II includes loans relating to residential property located outside 
the relevant SMSA, not by census tract but as totals for each type. 

The first step in preparing HMDA data for contpilation either manualT 
or by computer (and if by computer, the first task will be to code the dat; 
for keypunching) is to decide which counties will be included in one's 
analysis (if the SMSA has more than one county). Loan compilation would tl 
be in terms of each of those counties, with all other loan principal amoun' 
(including those given in any Section II) lumped into a category of "other' 
(see Figure J) . 

With these counties in mind, one should then inspect each page of eat 
disclosure statement, ensuring that the tract identification and county 
location of all loans are clear. Where a ZIP Code is given instead of a 
census tract, one should identify the county of the loan so that such loan; 
may be included in county totals. One may also wish to consider arbitrari: 
assigning a census tract within the ZIP to such loans. 

In the same inspection, one should give particular attention to the 
column headed "Addendum Item, Non-occupant Loans." This column is meant t( 
include loans to property owners who do not, or intend not to, live in the 
property for which the loan is made. It is an addendum item because any 
loan listed should also be listed under another category (except multi- 
family). In practice, however, some lenders report non-occupant loans onl; 
in' that column; others report them in two columns; others report no non- 
occupant loans at all. One usually can determine what was done by compari 
the numbers given in the non-occupant column with the numbers under the 
other columns on the same line. When it is apparent that the lender has 


should be added to the "Other Residential, Conventional" colunm. Othei 
one should disregard what is given in the non-occupant column. 

If disclosure statements are to be coded for keypunching, Section 
figures need not be coded, as they can best be tallied by hand and adde 
the "other" (i.e. , outside the counties of one's analysis) category of 
investment dollars. Also, the column headed "Total Residential Mortgag 
Loans" need not be coded, as this column contains the totals of the fi 
two loan coliDTins (FHA/VA and Conventional) --and the computer can provid 
these totals, if needed. 

Some institutions report loan principal amounts to the penny while 
others report loans rounded to the nearest thousand dollars . The reade 
encouraged to save time, with no loss of significance, by rounding and 
recording all loans to the nearest thousand. 

Time Requirement . As a guideline, the 1977 HMDA reports of 38 Cle 
land area institutions required 200 person/hours to code for computer c 
punching. The punching of 10,000 cards then required 75 person/hours. 

Property Deed Transfers 

Obtaining . Records of property deed transfers and mortgages are 1 
at the office of county auditor or recorder. Deed transfer and mortga^ 
records may exist separately or as a combined file. In either case, us 
of this information for highly populated counties will likely depend or 
its availability in computerized form. Otherwise, manual tabulation wc 
be required- -and with deed transfers running into the thousands over tl 
course of a year (24,000 residential transfers in Cuyahoga County, Ohic 



counts can easily be done for relatively small neighborhoods or subareas, 
so the absence of computerized recoris should not automatically mean 
nothing can be done. A modified design involving selected areas could 
be devised. 

If information on mortgages is readily accessible, then all sources 
of loans (those in addition to HMDA- reporting institutions) can be identi- 
fied and a complete profile of investors in residential properties can be 
constructed. In some areas of the country, deed transfer and mortgage 
information is compiled by private firms (title companies) and they repre- 
sent a possible source. Local real estate companies will know of such 
sources. An additional source of valuable information can be the local 
board of realtors, which might have computer files of properties listed 
for sale. With this information, a three-way comparison can be made betweer 
properties for sale, properties actually sold and mortgage loans. ^ 

Preparing . Deed transfer infoimation required for calculating L/T 
ratios is the number of transfers of 1 -4-family properties that occurred 
during the year of analysis, for each census tract in the area being analyze 
All types of properties- -residential, commercial, industrial, vacant, etc. 
--are involved in deed transfers. Residential properties must be separated 
from the others. Further, 1-4-family properties need to be separated from 
all other residential. Property type might be identified by a "land use 
code" (such as "1" for l-family, "2" for 2-family, etc.) enabling the 
required selecting to be done. And lastly, all property transfers are not 
the result of a sale. For exan^le, a "quit claim" transfer is the result 
nf a n-P o VollTIfHIT «;htna ownershio. The reader 


should beccine familiar with the types of transfers contained in the 
transfer file and eliminate those that are not legitimate sales. 

Other information on deed transfer files probably will include: the 
identifying number of the parcel, the parcel address, the name and addre 
of the owner (who may not live at the parcel address] , sales price and 
appraised tax valuation. 

Information on mortgage files should include: parcel number and 
address, name and address of owner (mortgagor), mortgage amount, name 
of the mortgage source (mortgagee), loan term and interest rate. 

It is unlikely that deed transfer or mortgage files will identify t 
census tract within which a property is located. But tract location is 
essential for comparing transfers with HMDA- reported loans. The Census 
Bureau has developed a computerized geocoded address file which can be 
used to assign tracts to addresses and is available for urbanized portio 
of metropolitan areas. Tapes and documentation for the Geographic Base 
File/Dual Independent ^^ap Encoded (GBF/DIME) File can be obtained throug 
the U.S, Bureau of the Census (Appendix C) or one's "State Data Center." 

After deed transfers for residential properties have been assigned 
census tracts, the number located in each tract can be totaled, L/T rat 
can then be calculated- -along with average and median sales prices and 
turnover rates. 

If deed transfers simply cannot be given census tract numbers, the 
reader is advised to consider the possibility of using the geographic su 
areas enqjloyed by the county records office. Combinations of these 
subareas might in some cases serve as an acceptable alternative. If so, 


transfers can then be aggregated by the parcel nun\bor associated with ei 
subarea . 

Time requiranent . Obtaining and processing deed transfers (and if 
possible, mortgage and £or-sale files) should be the single most time- 
consuming portion of the project--in the order of 50% of total. For a 
project of the size referred to in the guidebook, that would amount to * 
person/months (out of a total of 12). However, once done and the techn: 
systems are understood, processing time for succeeding years should be 
greatly reduced. 


Demographic Data 

Economic (income) , social and housing characteristics of residentis 
areas can be obtained from a number of sources and used to plan and 
monitor investment programs. 

Census data . The U. S. Census of Population and Housing contains 
information (by tract, in written report or on tape) covering: 

• Racial and ethnic composition of populations 

• Occupational and inceme characteristics 

• Extent of housing ownership 

• Age of housing stock and size (in terms of units: 1, 2, 3 
and 4, 5 to 49, 50 or more). 

As census data age, they become less valid as indicators of curren 
conditions. The availability of fresh 1980 census data will obviate th 
problem for a few years. 


Other sources. Most metropolitan areas have additional sources £o 


appropriateness for the HMDA analysis project. In the Cleveland area, 
for example: 

• Cuyahoga Plan of Ohio, Inc., reports annually the estimated 
percent non-white population in all census tracts within the 
county. Estimates are the result of a methodology which 
utilizes annual birth and death data. iTie Cuyahoga Plan also 
compiles school enrollment statistics, which is another source 
of data on the racial composition of communities . 

• Northern Ohio Regional Information Center publishes an annual 
report on family and housing characteristics for all county 
census tracts. The report is the result of a yearly observa- 
tional survey and gives statistics on the number of residential 
dwellings by type, occupancy, new construction, etc. 

• The local electric utility is a source for statistics on most- 
recent new construction (to tqxdate counts of existing 
structures) . Hookups for electrical service represent actual 
new construction, while building permits represent theoretical 
construction which could occur next week or next year. 

• Private fims such as R. L. Polk § Co. and National Planning 
Data Coiporatipn provide infonnation on income and social 
characteristics of communities. 


Preparing/time requirement . Preparation of the above types of data 
is a relatively straight forward task. After surveying the information 
available, and determining what will be used, some coding and keypunchin 
will be required particularly if statistical correlations are to be done 
The size of this task will, of course, depend on the anvount of informati 
to be processed, but in any case will be minor in relation to the HMDA a 
deed transfer tasks. 




Deposit Data 

Obtaining . Data on deposits held by banks can be obtained from: 

Federal Deposit Insurance Corporation 
Data Request and Survey Section 
550 17th Street, N.W. , Rooti 3008 
Washington, D.C, 20429 
(202} 389-4701 

FDIC reports deposits held at each office of the bank(s} requested, 
as of June 30 of the year(s) specified by the requestor. (Banks report 
their deposit balances to FDIC once a year, on June 30.) There is no 
charge for this service. 

Deposits held by savings and loan associations can be obtained from: 

Federal Home Loan Bank Board 
Office of Policy and Economic Research 
Information Disclosure Section 
1700 G Street, N.W. 

Washington, D. C. 20552 
(202} 377-6138 

FHLBB reports deposits held at each office of the S 6 LCs) requested, 
as of September 30 of the year(s) specified by the requestor. (S ^ L's 
report their deposit balances once a year on that date.} A small charge 
is requested for this service. 

Preparing . Bank deposit figures are reported in five categories: 

DIPC --or Danand; Individuals, Partnerships and Corpora- 
tions. ’^Donand" refers to funds in "checking” 
accounts. Individuals, Partnerships and Corpora- 
tions refers to the source of the deposits. The 
category, therefore, ccmibines checking accounts of 
members of the public with those of businesses and 
corporations . 

SIPC -- or Savings; Individuals, Partnerships and Corpora- 
tions. "Savings*' refers to ordinary savings accounts, 
ones which- do not carry higher interest returns for 


OIPC -- or Other IPC. “Othei'” reters to "tme" deposits, 

i.e. , certificates of deposit, or deposits coinmitted 
for a specified period of time and earn, as a result, 
higher interest return. Technically, financial 
institutions do not refer to these accounts as 
’’savings" accounts. 

DPUB --- or "Demand, Public Funds.*’ These are government 
funds, local or otherwise, in checking accounts. 

TSPUB — or Time and Savings (as defined above) Public Funds. 
These are government funds in ordinary savings 
accounts or higher interest "time" accounts. 

An inconsequential category of "Other" is also given, as well as 
totals. Additional information on the statements includes office locatic 
and date established. (NOTE: All dollar amounts given on the FDIC and 
FHLBB statements are in thousands, i.e., three zeros have been omitted.) 

S ^ L deposit statements contain only one figure: all savings capi 
Regular savings and time accounts arc combined, as well as any public fi 
S 5 L's are beginning to offer what amounts to checking account service 
through "Negotiable Orders of Withdrawal," but no distinction is made be 
"savings" or "denand" funds. Other information on the statement include 
full office address and type of institution (i.e., federal or state-chai 


In order to make deposit figures of banks most comparable with tho5 
of S ^ L's, the reader is advised to disregard the categories of DIPC, 
DPUB and TSPUB. Funds in bank demand (checking) accounts typically are 
not used for the long-term investment represented by residential mortga^ 
Neither are deposits of government funds, 

A second reason for excluding government funds is that the amount c 
such funds held by banks is usually much larger than that held by S 5 L 
-Therefore, inclusion of public funds in the deposit total of banks is 


likely to introduce greater distortion in bank/S ^ L comparability than 
exclusion. 

Figures to use for detemining commercial bank deposits, therefore, 
are those in the SIPC and OPIC categories. I£ the geographic area of 
analysis is a county, simply total the two categories for all offices 
within the county. 

I/D ratio . Figure J (far right column) contains the ratio of all 
outstanding loans secured by residential properties (conventional and 
government- insured), to total savings and time deposits. Information on 
"outstanding loans" can be obtained from financial institution "Reports 
Condition" (or "Call Reports") filed with federal regulatory agencies. 
Banks report four times a year with information as of the last day of th 
calendar quarter. S § L's report semiannually. 

S § L "Semiannual Report- -Statement of Condition" can be obtained 
from the district office for the state within which the S § L is located 
(See Appendix C. A small service charge is requested.) Section A ("Ass 
of this report lists the amounts the institution has yet to collect on 
mortgage loans made on residential properties --see Figure R . The amount 
given under "Mortgage Loans and Contracts" are totals of all outstanding 
loans (loans made last week or 20 years ago) and are categorized by ”VA, 
"FHA-HUD" and "Conventional," VA is subcategorized by "Single-family" 
($7,797,000 in the exan^le) and "Other" ($167,000). FHA-HUD and Conven- 
tional are subcate^orized by "Single-family," "2-4 Dwelling Units," "Ove 
4 Dwelling Units." One can either disregard investment in "Over 4 Dwell 
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These figures specify the extent to which an institution is involves 
in the various types of lending. And the I/D ratio--total loans outstan( 
ing to deposits held- -expresses the extent of the institution's overall 
involvement in residential lending. 

Tlie source for bank Reports of Condition depends on the type of ban] 
(See i^pendix C for regional office addresses. Data service fees may be 
requested.) 

• Comptroller of the Currency for federally chartered commercial 
banks (which will have the word "national” in their name). 

• Federal Reserve Bank for national commercial banks, state 
commercial and mutual savings banks which are part of the 
Federal Reserve System. 

• Federal Deposit Insurance Corporation for state chartered 
commercial and mutual savings banks whose deposits are 
insured by FDIC. (Reports of Condition for state chartered 
banks can also be obtained from the state superintendent 

of banks.) 

The format of bank Reports is similar enough to tliat of S ^ L's. Ti 
the "assets” section one will find "Real estate loans secured by 1-4- 
family residential properties,” subcategorized by "Insured by FHA or 
guaranteed by VA" and "Conventional”; same for multi-family (5 units or 
more) properties. 

Time requironent . If the number of institutions and offices is larj 
enough, computer processing of deposit figures would be helpful, which 
would require coding and keypunching. In any case, the task is straight 
forward and requires relatively little time. 

Obtaining and extracting data from Reports of Condition is more tiim 



DATA PROCESSING 


Computerized data processing greatly expands the scope of iM)A data 
analysis and use. The wealth of relatively detailed information for larg 
geographic areas from diverse sources requires the aid of a computer and 
computer programs. (Although a computer is a great aid, and a necessity 
for large amounts of data, many tables, more limited in scope, can still 
be be done manually.) 

Ihe necessary size of the computer is dependent on software require- 
ments. The ideal would be to have access to a large installation with 
abundant core availability and peripheral hardware. However, a minicompu 
may also be adequate, though its use could require some special efforts t 
handle some tasks. The important consideration is that the computer insta 
lation be able to handle a variety of tasks using available software. 

Processing of HMDA and related data is accomplished in four stages 
each stage requiring a variety of tasks and computer programs. These 
stages and their associated tasks are as follows: 

Stage Tasks 

I. Computerizing, Checking a. Coding 

and Editing b. Visual verification of coding 

c. Computerized file (cards, tape, disk) 
creation 

d. Edit checks including visual verifi- 
cation of file and range checking 

e. Record correction, insertion and 
deletion 

II. File Manipulation a. Record selection 

b. Reformatting and reducing record 
length 

c. Record sorting 

d. Gecoding records 

e. File merging 

a. Frequencies and descriptive statistics 


in. Analysis 


III. 

Analy s is Ccont inued) 

c. 

Cross tabulat ions 



d. 

Inferential statistics 

IV. 

Reporting 

a. 

Tables 



b. 

Graphics 


Computerizing and Checking 

This set of tasks varies depending upon the original form and med 
of the data. HMDA data come from each financial institution in print© 
form, and must be transferred to a machine readable medium such as car( 
tape or disk. Demographic data may also require computerizing. 

Printed source data usually require coding on standardized coding 
forms. Decisions on what information is to be coded should be careful' 
considered as later retrieval of uncoded information could add considc: 
able time, cost, and frustration to the project. Each coded record sh 
be uniquely identified by a number for later retrieval and sorting. 

Once coding is completed, some visual verification of the accurac 
of the coded data is recommended. At a minimum this task entails chec! 
that the data are consistently coded in the appropriate columns of the 
coding form. Being off one column on a coding form could, for example 
introduce an error of millions of dollars in the HMDA data. Ideally, 
piece of information coded would be checked against the original printi 
source material. The more checking at this stage of the process, the 
smoother the data processing will be in the rest of the study. 

Once satisfied that the coded data accurately represent the origi: 
source data, the next task is to convert them to machine readable form 



medium. All keypunched records should be verified by a process which 
essentially re-keys the data. Differences between the original record 
and tlie re-keyed are resolved by the keypunch operator. 

Original data in machine readable form may also be available--such a 
R-lA-insured data obtainable from HUD. liVhen requesting data on tape, it i 
important to state the exact specifications required by one's data proces 
ing facility. Major specifications for the tape and data include: 

1. Tape density (e.g., 800, 1600, or 6250 BPI) 

2. Qiaracter types (e.g., EBCIDIC or BCD) 

3. Number of tracks (e.g., 9-track) 

4. Tape labeling convention (e.g., IBM standard labeled, non- 
labeled) 

5. Record length (i.e., the number bytes per record) 

6. Blocking factor (i.e., number of records per block) 

7. Recoi'd lonnat (e.g,, fixed block or variable block) 

Furthermore, such files should be fully documented so as to record 
layout (i.e., where the data are found on the records) and field definiti 
(i.e., what the data are). 

Once computerized, further editing may be needed. Keypunching error 
Trust be caught as well as errors not caught in earlier checks. Errors no 
corrected at thi.s stage will likely be more costly and/or difficult to 
correct in later states of data processing. 

Edit checks should include visual examination of file printouts. 
Column alignment can be checked, and, ideally, all values compared to the 
original printed source. At least some spot checking of data should be 
lone. 

Some edit checking can be done using the computer. A specialized pf 
gram can be written which scans the data for values known to be out of th 
possible for nrobablel ranoe of Pnr PYMmni#:* -in rac» urK#>rp 


the HMDA data institution code numbers range from one to thirty-eight, 
the edit check prograjn should print any records which have institution 
code numbers less than one or greater than thirty- eigiit. 

Pre-existing programs can also help in editing, Frequencies on nomina 
(categorical) or interval variables Ce.g., institution code numbers, census 
tract numbers, land use code numbers) will reveal any values which should 
not appear. Aggregations of ratio scales (e.g., number of loans, principal 
mortgage amounts, sales amounts, population or other demographic counts) ca 
be screened for total values which seem too high or too low, and vdiich woul 
justify re-examining the appropriate detailed data. 

Correction of the data file may require record deletion, insertion or 
modification. 


File Manipulation 

The computerized data files may require considerable processing before 
analysis is possible. A variety of utility programs for file maintenance 
and manipulation is needed. This includes a record selection routine wliich 
can separate records from the main file. For example, in the Cleveland 
H^■IDA study it was necessary to create a data file containing deed transfer 
records for wliich corrections were required to the land use codes assigned 
to them by the county auditor's office. The land use code for these record; 
had been left blanJc or designated ”NC^." This file was corrected and then 
merged with the original file. 

Another required utility is one that can reform each of the records. 
Some software, such as the mapping program SYMAP, requires a predefined 
innUt fnvma'h C avT'ann-omont n-F •fnfnrmation on the records) . It may be 


necessary, therefore, to alter the format of data on data records. Furtht 
nore, some data files may contain unneeded information on each record. 
::ariying this information can add considerable data processing time and cc 
^ record reforming utility should be able to select only desired informat: 
from each record and reduce the total record length. 

At various points in the study it is necessary to sort file records 
according to one or more criteria. Before aggregating records or geocod ii 
(.e.g., assigning census tract numbers) it is necessary to sort them so t\ 
ill records of one kind are placed together in the file in ascending or 
lescending order. A sort routine must be able to sort on numeric or alpb 
neric characters. 

The assignment of property deed transfers to census tracts is one of 
the more complex tasks in the study. It may be accomplished by using the 
jBF/DIME File (address matching software developed by the U. S, Bureau of 
the Census) and a compliment of other file manipulation utilities which sc 
reform and select records. 

The GBF/DIME File contains records which (mostly) represent street 
segments. Each of these street segments is associated with address range: 
For both sides of the street, as well as with various geographic area code 
lumbers for such areal units as census tracts, minor civil divisions, and 
:ountieS'- again for both sides of the street segment. 

The GBF/DIME File, then, provides a correspondence file for differeni 
levels of geography and for ranges of street addresses. It can be used a: 
1 reference file to associate specific property addresses with their 
appropriate census tracts. 


Address matching is accomplished with the aid o£ software developed 
by the Census Bureau for this purpose. ZIPSTAN standardizes the address 
information in both the data file (e.g., deed transfer file) and the 
reference file (e.g., GBF/DTME Pile). The program converts street prefixes 
and suffixes, for example, to standard form. The suffix "Avenue" may be 
abbreviated as "ave", "av**, or spelled out entirely. ZIPSTAN can convert 
all these conventions to "av“ in both the data and reference file, and 
thereby make possible an exact match and a correct assignment of tract 
number to the street address. Similarly, the street names "Ninth" or "Pth" 
may be standardized as "9th." 

Once both the data and reference files have been standardized and 
stored, another program, [JNIMATffl, is used to search the reference file 
records for the one record with the address range into which the data 
record street address number falls. Odd or even street numbers determine 
on which side of the street the property is located. The census tract (or 
other geocoded areal unit) on the correct reference record (street segment) 
is associated with a specific property address in the data file. 

This matching process does not necessarily require perfect correspon- 
dence between data and reference file address information. Greater or 
lesser weights (importance) can be assigned to the various components of an 
address. The user can specify, for exan^le, that the match is sufficient 
if the street name is proper and the address range for the property is founc 
in the reference file. An exact match on street name suffix such as road, 
street, or avenue may be deemed less important in the matching criteria. 

It is recemmended that the matching process include at least two steps. 



wi^n a reterence file record (.and thereby be assigned 


rt L.tJiisus tract 

nunber). Rejects (unmtched records) result from it^iroper or incorrect 
address information in either the data file or the reference file In- 
correct street name spellings and missing or out-of-range house nunbers 
on the data file are typical causes of rejects, Hre effectiveness of th, 
geocodxng process is dependent on the quality and coverage of the refere: 
file and the accuracy and completeness of the data file 

in the 1971 city of Cleveland matching process, rejects accounted fo 

-ant that approximately SOO property deed transfer records could not be 
-acted Via the CBP/BI^. Hie. 

sources of street address infoimtion. 

« o, a... 

. i« ud., (I, a. 

order to calculate rates of change- 121 

^ ^ ^ tvro or more files of 

“ “™- --P-™ P-m- Of . a. „ 

more years being used in the analysis- and f31 th 

data HMnA a t j > ( ) he merger of demographic 

, HMDA data and deed transfer data (aggregated to r- 
so that i/r *■ ggregated to census tract totals) 

that L/T ratios can be computed or statistical » t ■ 

d.1. Statistical analysis can be performed 

nsing the various kinds of data at once. 


Analysis 

The analysis of HMDA and HMDA-relat«a’ a * • 

statistics, including frequencies means 

■g requencies. means., suns, crosstabulations, and 


oerhaps various inferential statistics if the study includes more sophis- 
ticated explanatory analysis (see, for example, APPENDIX B) . The number 
)£ single-family deed transfers for each census tract is an example of a 
frequency distribution. The average (mean) sales value of single- family 
properties is also an important statistic in the study. 

The ability to crosstabulate interval or categorical information is 
ilso necessary. Major land use categories could, for exairple, be cross- 
tabulated with sales value categories and/or census tracts. 

The use of inferential and multivariate statistics (such as regres- 
sion analysis) for modeling the residential lending pattern with HMDA and 
IMDA-related data requires computer software as is available in large 
software packages such as SPSS, SAS, BMDP and others. Several of these 
.arge software packages are also capable of some or most of the file 
lanipulation and analysis procedures discussed above. 

Reporting 

The computer can also assist the study by generating some tables and 
[raphics. The most efficient use of the canputer in producing tables and 
'raphics is when similar tables or graphics for a number of geographic at 
ire required. One-time tables, maps, or charts probably are not conduciti 
:o computer production. The advantage of computer generated material is 
:hat it can be reproduced quickly and accurately. Computer generated tat 
ilso eliminate typing errors, although they require the confidence that 

:he computerized input data are accurate. 

Figure G is an example of a computer generated table which is flexil 
camp i-flhlA format for 


different years. The program is \vritten for a special purpose. Other sc 
ware packages are available which allow the user to custom design virtue 
any table desired (see APPENDIX A) . 

Computer graphics is a rapidly growing field of technology. A numl 
of software programs and packages have been developed to create pie cha] 
bar graphs, scattergrams , and maps of various kinds. Figures B and C ai 
examples of computer'made maps of HMDA-related information. The prograi 
used is SYMAP. ^^ile the user of this program is not required to be a j 
gramming specialist, such expertise can be employed in optional feature' 
of the program. It is recommended, however, that the user should be 
familiar with basic catographic and map design principles. 

Nfost "canned" programs for computer-made tables or graphics require 
little programming experience. The user is required to supply the raw c 
and the parameters and some design decisions. 
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In 1977, participants in the ^®®^'^!''^^rs'"ori 2 inatS^''^ follom: savings 
national market pn ten^ bahll, 22.1%; mortgage 

and loan associations, 53.8%, c ew ^ lenders, 4.7%. The ^rke 

13.5%; mutual savings banks, 5.9., m gig^ificantly from these Mtion 
share split in any given l°®®Tity cm g^ies had shares of 15-^^ 

figures. For example, “ 1977 mortgag ^ (Chicago) Illinois, Md 
Gan Dieeo County California; 5.3% m combined) in Erie County 

q.dS; rfor mortgage and miscell^^us of Homej totgage D is- 

(Buffalo) New York. JRB Associates , 
closure Act Data fim Jbcee&tM^^d^t _|2^^^ 
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r"t-Q and regulation: 

For a thorough reviow.^ ^ 
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^Ibid., p. 4-17 


®Ibid., p. 4-27 


®JRB Associates, op. eit : , cra^LEraESS discusses obtaining deed tran 
data from county offices or title ccanpanies, data processing and assi 
ated problems. This report is recoiranended to those who plan to util 
deed transfer data. 



This appendix provides details and examples for several data proco 
ing procedures mentioned in Chapter 2. These procedures include; 

1. Reporting HMDA data in a standard and easily readable 
format; 

2. Correcting/updating data files using UNIMATCH; 

3. Assigning geographic area codes to census tracted records; 
and 

4. Assigning census tract numbers to street addressed records 
with GBF/DIME, ZIPSTAN and UNIMATCH. 

In several instances, example job-set ups are provided to assist t 
who might use ZIPSTAN and UNIMATCH. These examples are meant to supplei 
documentation for the programs supplied by the Census Bureau and refer- 
enced in Figure A- 7. 


Standardized HMDA Data Reports 

One of the basic needs in using HMDA data is to print the informat 
by geographic area in a standard, easily readable format. Shown in 
Figure A-1 is a portion of a computer-printed report of HMDA data arran, 
by census tract. All institutions that reported loans in the tract arc 
listed, as well as type of loan (origination, purchase, or participatio: 
number and principal amount (in thousands of dollars) for each loan cat 
gory. Non-occupant loans have been added to conventional l-4-£amily fi 
(wlien inspection of the disclosure statement showed that the lender did 
do that) . Totals for the tract are provided at the end of each tract 1 
ing. The program also prints a table of areawide totals and a page ind 

The production of this tract report requires three pre-processing 
steps for HMUA data: 

1. File Formatting . The report-generating program requires a 
particular fixed format for the input data. This step also 
includes any necessary record deletion (e.g., only tracts 

in a particular county or city) and the addition of the non- 
occupant loan data to that of the conventional 1-4 -family 
category. 

2. Record Aggregation . Each record must be unique in terms 
o? census tract nimber, institution code, and code for 


before aggregating. 


Zero Filling . The reporting program is witten in COBOL 
and " therefore , cannot tolerate blank spaces on the 
records. Zeros must be substituted. 

'Ihe second and third steps (except for sorting) are accomplished b> 
two pre-processor programs, liiese and the final report generating pro- 
gram are available upon request from Northeast Ohio Areawide Coordinatir 
Agency (see Appendix C) . 

Figures G and H of the text also display HMDA data by geographic ai 
but additionally, they provide totals and percentages, including institi 
tion market share. The program which produced these tables is written 3 
FORTRAN and is available from the Northeast Ohio Areawide Coordinating 
Agency (Appendix C) . 


Record Correction/Update Using UNTMATCII and 
Subarea Code Assignment Using SUBAREA 

In a number of situations it may be necessary to transfer informati 
from one file to another. This task is best accomplished using record 
linkage software such as UNIMATOI. These situations include: 

1. Record Correction and Update . A file may contain many 
records fo:^wliicli~a particular field requires correction. 

In the Cleveland study the property transfer' file ms 
found to contain a number of records with a missing land 
use code, A separate file was created which contained the 
unique parcel number and correct land use code for those 
records. UNIMATCH was used to assign the corrected code 
to the original file. The control cards and the JCL (Job 
Control Language) required to perform this task are shown 
in Figure A- 2. 

2. Census Tract Assignment/Address Matching . The assignment 
of census tract numbers to street addressed information, 
such as property transfers, is discussed in detail in a 
separate section of this appendix. 

3. Subarea Code Assimment . The census tract level of geo- 
grapluc "are¥ may Be too small for reporting some data, 
thus requiring aggregation of tract information to munici- 
pal units, counties or other subareas (such as neighborhoods). 
For this purpose a correspondence file is necessary, specify- 
ing the subarea to which each census tract belongs. The 
subarea assignment can be accomplished with UNIMATCH or other 
record linkage software. The control cards (and JCL needed) 
for this procedure can be adapted from the example provided 



for record correction and updating found in Figure A" 2. 
Figure A-3 provides a source listing of a specialized 
FORTRAN program, SUBAREA, which assigns subarea codes to 
census tracted records. SUBAREA can be used if UNIMATCH 
[or other address matching program) is not available, 
although it is not as efficient nor versatile as record 
linkage programs written in other languages. CFot 
assistance in utilizing SUBAREA contact the Northeast 
Ohio Areawide Coordinating Agency; see Appendix C.) 


Census Tract Assignment 

The assignment of census tract numbers to records containing street 
address information is accomplished with a GBF/DIME File and t^vo compute 
programs produced by the Census Bureau, 2IPSTAN and UNIMATCH, UNIMATCH 
consists of three separate programs: a compiler, an assembler, and an 
executor. The compiler, UNIMATC, is the program in which the user speci 
the control demands and file characteristics. Tlie assembler, UNIMATA, 
assembles these commands into executable machine instructions and alloca 
work space necessary to execute them. The executing program, UNIMATE, 
processes the data and reference CGBF/DIME) files using the selected com 
mands and allocated space. In addition, one other program is required, 
sorting utility, since both data and reference files must be pre-sorted 
the UNIMATCH system. 

The record layout for a DIME File is provided in Figure A-4, Detai 
about GBF/DIME can be obtained from the Geography and Users Services Div 
sion of the Census Bureau (see Appendix C). Documentation for ZIPSTAN a 
UNIMATCH are also available from the Census Bureau. Figures A~5 and A-6 
are provided as example job set-ups (on an IBM system) for standardizing 
data file and DIME reference file, respectively. Figure A-7 shows an 
example job set-up for address matching and census tract assignment of a 
one-county deed transfer data file. These examples would likely need so 
modification for other applications. 


FIGURE A-1 

EXAMPLE OF STANDARDIZED HMDA REPORT 
BY CENSUS TRACT 
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FIGURE A-2 

SAMPLE JOB SET-UP FOR RECORD CORRECTIONS 
USING UNIMATCH SYSTEM 


//STEP 1 

FJCEC 

POl=S0RT 

//SORTLIB 

DD 

DSN=SYS1 , SORTLIB, DISP*SflR 

//SYSOin’ 

DD 

SYSOm’=A 

//SORTl\TC01 

DD 

UNIT=DrSK,SPACE-CCYL,4, ,CONTirO 

//sommi 

DD 

UNI T=DI SK , SPACE= (CYl. , 4 , , CONTIG) 

//SORTiVKOS 

DD 

UNIT=DISK ,SPACE= (CYL , 4 , , CONTir,) 

//SORTOUT 

DD 

DSN=f^DATA,DTSP=(NBtf,PASS),UNIT=DrSK, 


// SPACf:=(CYL, (20,10) ,RLSH) ,DCB«(RECFM=FB,LRECL=195,BLKSIZE«3315) 
//SORTIM DD DSN=DATA. FrLE,DISP=(OLD,KEEP) 

//SYSIN DD * 

SORT FIELDS=(68,10,CH,A) ,FILS2=E30000 
/* 


//S'l’EP2 

EXEC 

PGM=SORT 

//SORTLIB 

DD 

DSN=SrS 1 . SORTLIB , DISP=SHR 

//SYSOUT 

DD 

SYSOUT=A 

//SORmOl 

DD 

UNIT=DrSK , SPACC= (CYL , 4 , ,CONiTIG} 

//SORTlflC02 

DD 

UNn'=DISK,SPACE=(CYL,4, .COMTIG) 

//SORTWK03 

DD 

UNIT=DISK,SPACE=CCYL,4, ,C0NTIG) 
DSN=5TREF,DISP=(NBV,PASS),UNIT=U1SK, 

//SORTOUT 

DD 

// SPACE* (CYL,(S,S) 

1 . RLSE) ,DCB=(RECFM=FB,LRECL=80,BLKSIZE=3280) 

//SORTIN 

DD 

DSN=REFERENC. FUJI, DISP=(OLD, KEEP) 

//SYSIN 

DD 

* 

SORT FIELDS^ 
/* 

//STEP3 

=(1,10,CH,A),FILESZ=500 

EXEC 

PGM=UNIMATC 

//STEPLIB 

DD 

DSN=PROGRAM. LIBRARY, DISP=SHR 

//SYSPRINT 

DD 

SYSOUT=A ^ 

//SYm.1 

DD 

DSN== WRKl , DISP= (NEW, PASS) , UNIT«DISK ,SPACE= (CYL , 10) 

//SYSIN 

DD 

* 

LRECL 

D 

195 

LRECL 

R 

80 

KEYFIELD 

1 

lOlDREF <LOCATiaN OF ID NO. ON REF. FILE^ 

KEYFIBLD 

11 

6CORREF <LOC. OF VALUE TO BE TRANSFERRED^ 

KEYFIELD 

68 

lOIDDATA <LOCATION OF ID NO. ON DATA FILE > 

KEYFIELD 

190 

6CORDATA <LOC. OF VALUE IN DATA TO BE REPLACED > 

EQUAl’E 

FC 

IDDATA IDREF 

SORT 


IIDDATA 

MATQI 

TEST 


IDDATA 

MOVE 

(E) 

CORREF CORDATA 

EXIT 

(E) 


OUTPUT 

BOTH 



ENDJOB 


FIGURE A-2, CONT. 


//SYSWKl 

DD 

DSN-aWORKl , DISP= (OLD , DELETE) 

//SYS;'JK2 

DD 

DSN=^WORK2,DISP=(NEW,PASS) ,UNIT=DISK,SPACE=(TRK,(10, 

//SYSIN 

DD 

mm 

//SYSPUNCH 

DD 

DUMMY 

//STEPS 

EXEC 

PGM^^UNIMATE 

//STEPLIB 

DD 

DSN=PROGRAM. LIBRARY,DISP=Sl-IR 

//SYSPRINT 

DD 

SYSOUT=A 

//SYSWK2 

DD 

DSN*^WORK2,DXSP=^(OLD,DELEi’E) 

//SYSTEMP 

DD 

DSN=5WORK3,DISP=(NBV, DELETE) ,UNIT=DISK,SPACE=(TRK, (5 

//DATAIN 

DD 

DSN=^TDATA,DTSP=(OLD, DELETE) 

//REPERIN 

DD 

DSN=p7TREF , D1 SP= (OLD, DELETE) 

//MATCHOUT 

DD 

DSN=CORRECTED.DATA,DISP=( , CAT LG, DELETE.) ,UNIT=TAPE 

//SYSIN 

DD 

* 

TAPE 



/* 



// 



NOTE: JCL 

is designed for operation on an IBM .370/158 computer with 


a cataloged file systen. 
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FIGURE A-3 
PROGRAM SUBAREA 


t***0*^t************ >»•**■** 4* ’ti0****m*'f*** ******** ^t^m******** 

*4****ti'9* if*** 1ft* ******** PROGRAM SUBAREA «»«»«*« ««*««*« «>««*« *4* 

ASSIGNS SUbAREA CODES TQ RECORDS ON THE BAStS OF CENSUS TRACT 
NUMBERS. INPUT REQUIRES A SUB AREA/ CENSU S TRACT CORRESPQNOfcNCE 
FILEf TRACTEO DATA FILE* AND CONTROL CAROS. OUTPUT INCL’JQES A 
REPORT OP THE NUMBER OF RECORDS IN THE DATA FlLEt A FILE OF 
MATCHED (SUBAREAEDI RECORDS* AND A FILE OF UNMATCHED RECORDS. 

*********************************************************************** 


*** INPUTS 

CONTROL CARDS 
CARO 1: PARAMETERS 

COLS. 1-5 N NUMBER OF FIELDS OF DATA TO BE READ FROM THE DATA 
FILE* NOT INCLUDING THE CENSUS TRACT FIELD. 
ALPHANUMERIC FIELDS ARE SUGGESTED. (MAXIMUM IS 
200* UNLESS DIMENSION FOR "A" IS INCREASED.) 
6-10 NTOT number OF RECORDS IN THE CORRESPONDENCE FILE. 

(MAXIMUM IS 9<J9» UNLESS DIMENSIONS FOR •’BT" AND 
«C" ARE INCREASED.) 

CARO 2i CORRESPONDENCE FILE FORMAT 

EACH RECORD OF THIS FILE CONTAINS A CENSUS TRACI NUMBER 1C) 
AND A SUBAREA CODE (8T) TO WHICH THE TRACT BELONGS. THE 
LOCATION OF THE SUBAREA CODE IS SPECIFIED FIRST, FOLLOWED BY 
THAT OF the CENSUS TRACT. INTEGER VALUES ARE REQUIRED UNLESS 
C* ST, ANO T ARE RSHOWBO FROM THE INTEGER STATEMENT LIST. 

CARO 3: CATA INPUT FORMAT 

THE INPUT FORMAT CA«0 MUST FIRST PROVIDE THE LOCATION OF THE 
CENSUS tract NUMBER ON EACH LOGICAL RECORD. INTEGER VALUES 
ARE REQUIREO. RE AL VALUES CAN BE IMPUTED IF THE PROGRAM IS 
MOOIFIEO BY REMOVING "T** ANO '•BT'* FROM THE INTEGER STATEMENr. 
THE REMAINING OATA ON THE INPUT DATA IS READ WITH “N" NUMBER 
OF ALPHANUMERIC (OR REAL VALUE! FIELDS. THE DATA HAY ALSO BE 
READ (ANO OUTPUT! AS (NfeGER VALUES IF THE "A'* ARRAY IS AOOEO 
TQ THE INTEGER CIST. 

CARO A: OUTPUT FORMAT 

THE OUTPUT FORMAT CARO SHOULD REPEAT THE INPUT FORMAT ANO 
THEN SPECIFY THE LOCATION WHERE THE SUBAREA CODE IS TO BE 
ASSIGNED. 

OTHER INPUTS 

1) CARO READER. UNIT NUMBER IS 5« 

2! CORRESPONOENCe FILE. UNIT NUMBER IS 10. THERE ARE "NlQT*' 

NUMBER OF RECORDS IN THIS FILE. FILE MUST BE SORTED CK TRACT 
NUMBER IN ASCENDING ORDER. 



f>oooor>r>r>r>or>onooononor>nnor»n 


FIGURE A-3, CONT. 


3) - CATA PILE. UNIT NUMBER IS 8. RECORDS INCLUDE CENSUS TRACT 
NUMBER AND '*N“ NUMBER Of OTHER DATA TO BE MOVED TC OUTPUT. 
FILE MUST BE SORTED ON TRACT NUMBER IN ASCENDING ORDER. 

OUTPUTS 

1} PRINTER. UNIT NUMBER IS 6* 

Z\ KATCMEO (SU6AREAE0) RECOROS. UNIT NUMBER IS 9. 
ij UNMATCHED RECORDS* UNIT NUMBER IS I. 

*«*»«*«««***«*« 


EXAMPLE CCNTROL CARD INPUT 
CARO COLUMNS 

l.l223iA45 8 

I23AS67d90 S 0 S 0 5 0 5 0... 0 


AT 172 
<T8»13,n.(6> 

< 768 . I 3iri . L6A4(A3*T71 ,29AAtA3) 

(T6a» 13« n f l6AAf A3t T/l «29AAtA3«T190» 16 ) 


01 HENS ION BT (999) ,Ct999)«A(200}*FMTn20)»PHTO(20)rPHTC{20) 

INTEGER r,c»Br 

K0UNY»0 

LSTOP*! 

REA0(5«102) N.NTOr 
i02 PORMATI2I5J 

REAO(5(IOQ) FSrC 
R£A0(5,100) FMTl 
REA0(5,lOOJ PMTO 
100 F0RMAT(20A^) 

00 A IsL.NfOT 
KEAO(10,FHTCJ8T(I)«C(n 
4 CONTINUE 

I REAU(8tFMTI • EN0>999> T » ( AU ) • t« 1 > N ) 

KOUNY*KaUNY^l 
00 3 JaLSrOPfNTOr 

IFIT.Ea.BTiJJ JMAirE(9fFHT0l T. ( A U ) » 1 » 1 »N ) 
lFlT.EQ*aTlJ>)LSTOP»a 
IFIT.EO.BTI J} )G0 TO I 
3 CONTINUE 

WRITE(l.FNTO) T » ( A (I I » I>1 »N> 

LSTOPsl 
GO TO I 
999 CONTINUE 
END FILE 9 
END FILE I 
MR1TE(6»5S3) KOUNY 

553 FORHATIlHOilOX^'NO* OF LOGICALS > SI6) 

STOP 

END 


SURE A-4 

OGRAPHIC ELEMENTS CONTAINED IN THE GBF/DIME-FILE 
ID THE CHARACTER LENGTH AND POSITION OF EACH FIELD 


PART I 

Geographic Elements Contained in the GBF/DIME-File 
And the Character Length and Position of Each Field 


Item Characters 


Item 

Character 

Street Prefix Direction 

1-2 

33. 

State Code Left 

339-14 

Street or Non-Street Feature None 3*22 

34. 

County Code Left 

141-U 

Street Type 

23-26 

35. 

Minor Civil Division Code/ 


Street Suffix Direction 

27-29 


Census County Division Code Left 

144-14 

Non-Street Feature Code 

29 

36. 

Congressional District Left 

147-141 

1970 Enumeration District Left^ 

SO-34 

37. 

1970 Area Code Left^ 

149-15 

Blank (Census Use Only) 

35-40 

38. 

Block Left (Basic) 

1S2-1S 

1970 Enumeration District Rlght^ 

41-45 

39. 

Block Left (Suffix) 2 , 

IS5-1S( 

Prom Map (Basic Number) 

46-48 

40. 

1960-1970 Annexation Code Loft^ 

IS 

From Mop (Suffix) 

49-SO 

41. 

State Code Right 

158-15' 

To Map (Basic Number) 

Sl-53 

42. 

County Code Right 

160-16 

To Map (Suffix) 

54-55 

43. 

Minor Civil Division Code/ 


Coding Unit Flag 

56 


Census County Division Code Right 

163-16! 

Left Low Address 

57-62 

44. 

Congressional District Right 

166-16' 

Left High Address 

63-69 

45. 

1970 Area Code Right^ 

168-171 

Right Low Address 

69-74 

46. 

Block Right (Basic) 

171-17: 

Right High Address 

75-80 

47. 

Block Rlijht (Suffix)^ 

174-17! 

File Code 

81-84 

48. 

1960-1970 Annexation Code Rigbt^ 

17l 

Record Number 

85-90 

49. 

From State Plonc Code 

177-171 

Check Digit 

91 

so. 

To State Plane Code 

179-181 

Census Tract Left (Basic) 

92-95 

51. 

From Map Set Mile (X Coordlnato) 

181-181 

Census Tract Left (Suffix) 

96-97 

52. 

From Map Sot Mile (Y Coordinate) 

187-19: 

Census Tract Right (Basic) 

98-101 

53. 

To Map Sut Mile (X Coonllnate) 

193-19) 

Census Tract Right (Suffix) 

102-103 

54. 

To Map Sot Mile (Y Coordinate) 

199-20. 

ZIP Code Left 

104-108 

55. 

Prom Latitude (Y Coordinate) 

205-211 

ZIP Code Right 

109-113 

56. 

Prom Longitude (X Coordinate) 

211-23 

SMSA 

114-117 

57. 

To Latitude (Y Coordinate) 

218-22 

Street Code^ 

118-122 

58. 

To longitude (X Coordinate) 

224-231 

Prom Node 

123-126 

59. 

Pron State Plane (Y Coordinate) 

231-23 

To Node 

127-130 

60. 

Prom State Plane (X Coordinate) 

238-24 

Place Code Left 

131-134 

61. 

To State Plane (Y Coordinate) 

245-25 

Place Code Right 

13S-13B 

62. 

To State Plane (X Coordinate) 

252-25 



63. 

Blank (Census Use Only) 

259-30' 

hese fields are not supported by the CUE program and may be used by the Bureau of the Census £ 


r us«s. 

h«l)lock tuffix field is no longer supported by the CIS progru. 


RCE: Documentation for the QBF/DIME-File (Revised Record Format), U.S. Department 
of Commerce, Bureau of the Cantus, QEO*202, May, 1977. p. 2. 


FIGURE A-5 

SAMPLE JOB SET-UP TO STANDARDIZE DATA FILE 
USING ZIPSTAN 


//STRPl EXHC PGM=ZIPSTAN 

//STEPLIB DD DSM^PROGRAM. LIBRA11Y,DTSP*SMR 

//SYSPRINT DD SYS0UT=A 

//TABLES DU DISP= (OLD, KEEP) ,DSN=TABLES 

//INPUT DD DISP=(OLD,KEEI’) ,DSN=UATA. FILE 

//OUTPUT DD DISP=(,CATI.G, DELETE) ,DSN=>DATA. ZIPPED, UNIT=TAI’E 

//SYSIN DD * 

ADDRESS 63-100 

OUT PUCE ZIP APT 
SAVE 1-62 101-158 

PRINT 100 

TITLE=ZrPSTAN DATA FILE 
END 
/* 

// 


NOl'E: JCL is designed for operation on an IBM 370/158 computer wit 
a cataloged file system. 


UREA-6 

MPLE JOB SET-UP TO STANDARDIZE REFERENCE FILE 
BF/DIME) USING ZIPSTAN 


^STIiPl EXEC PGM*ZIPSTAN 

^STEPLIB DD DSN-PROGRAM. LIBRAI^Y,DISP=SIIR 

^SYSPRINT DP SYSOUT=A 

''TABLES DD DrSP= (OLD, KEEP) ,DSN-TABLBS 

''INPUT DD DISP=: (OLD, KEEP), DSN-DINffi. FILE 

^OUTPUT DD DISP=( ,CATLG, DELETE) ,DSN=DT^^O. ZIPPED,UNIT«TAPE 

/SYSIN DD * 

3DR13SS 1-28 

JMBERS 57-62 63-68 69-74 7.S-80 

4IT PLACE ZIP APT 

\VE 92-X03 141-146 160-165 

UNT 100 

[ST 

[TLE«ZIPSTAN REFERENCE (GBF/DIME) FILE 
'ID 

/ 


3rE; JCL is designed for operation on an IBM 370/158 computer with 
a cataloged file s/stem. 


FIGURE A-7 

SAMPLE JOB SET-UP FOR CENSUS TRACT ASSIGNMENT 
USING UNIMATCH SYSTEM 


//STEPl 

//STCPLIB 

//SYSPRINT 

//SYSWKl 

//SYSIN 

LRECL 

LRECL 

KEYFIELD 

KEYFIELD 

KEYFIELD 

KEYFIELD 

KEYFIELD 

KEYFIELD 

KEYFIELD 

KEYFIELD 

KEYFIELD 

KEYFIELD 

KEYFIELD 

KEYFIELD 

KEYFIELD 

KEYFIELD 

EQUATE 

EQUATE 

EQUATE 

EQUATE 

SORT 

SORT 

SORT 

MATCH 

MATCH 

MATQI 

GROUP 

ENDGRP 

LEVEL 

ACCEPT 

WEIGHT 

K'EIGHT 

I’EST 

MATCH 

MOVE 

EXIT 


EXEC PGM=UNTMATC 
DD DSN=PROGRAM. LIBRARY ,DISP=SHR 

DD SYSOUT^A 

DD DSN=aCONTROL,DISP=(NHV,PASS) ,UNIT=DISK,SPACE^(TRK, 
DD * 

DS 181 

R 93 

9 7LLOW CLEFT LO-V 

16 7HTGH CLEFT HIGH RANGE> 

9 7LHOUSE CHOUSE NO. IN DATA FILE‘:> 

9 7RHOUSE chouse NO. IN DATA FILE:> 

23 7RLaV CRIQTr IW FANGE> 

30 7RHIGH CRTGHT HIGH RANGE-^ 

23 33STRD CDATA STREET NAME - PREFIX § SUFFIX> 

37 33STRR CDIME STREET NW-IE - PREFIX § SUFFIX 

85 3crrYR 

60 6LTRACr 

76 6RTRACT 

176 6DTRACT 

127 3CITYD 

82 3CNTY 

RP LHOUSE LLOW IHIGH 

RP RHOUSE PLOW RHIQI 

FC STARD STRR 

FC CITYD 

OICNTY 

02CITYD 

03STRD 

CNTY 

CITYD 

STRD 

NUMBER LHOUSE 
RHOUSE 

INUMBER 

INUMBHR 

LHOUSE 111 11 

RHOUSE 111 11 


LHOUSE 

(E) 

(E) 


TPUT 

fDJOB 

SPLIT 

STEP2 

EXEC 

STEPLIB 

DD 

SYSPRINT 

DD 

SYSPUNQl 

DD 

SYSIVKI 

DD 

SYStVK2 

DD 

SYSIN 

DD 


EXEC 

STEPLIB 

DD 

SYSPRINT 

DD 

SYS\^2 

DD 

SYSTEM? 

DD 

DATAIN 

DD 

lEFERIN 

DD 

MTCHOUT 

DD 

REJT'Oirr 

DD 

SYSIN 

PE 

DD 


POf=UNIMATA 

DSN^PROGRAM. LIBRARY, DrSP=Sm 

SYsoirr^A 

DSN=5CONTROL .DISP=> (OLD .DELETE) 

DSN=PiASSEM,i)rSP= (NEW.PASS) ,UNIT=DISK ,SPACE='1'RK , 2) 
DUMMY 

PGM=UNIMATE 

DSN=PROGRAM, LIBRARY,DISP=SHR 
SYSOUT=A 

DSN= PiASSH 1 , DISP= (OLD .DELFrE) 

DSN^ftWORK, DTSP=(NB\', DELETE) ,UNIT=DISK,SPACE=(TRK, 20) 
DSN«SORTED . DATA,DISP= (OLD , KEEP) 

DSN^SORTED . DIME , DISP= (OLD .KEEP) 

DSN=TRACTED, D1SP=(,CATLG, DELETE) ,UNIT=TAPE 
DSN«UNTRACTD,DISP="( ,CATLG,DRLEn:) ,UNIT=TAPE 

A 


FE: ITiis set-up assumes a number of situations including; 

1. Data and reference files have been prc-sorted on county, city 
and street name fields, respectively. 

2. The data and reference files have been pre-processed with 
ZIPSTAN as sho\m in Pigures A-5 and A-6, respectively. 

3. The user desires a perfect match between the house address 
and the address ranges in the GBP/DIME File. 

T}ie documentation manuals on ZIPSTAN and UNIMATCH are referenced 
belov^^; 

ZIPSTAN, General Address Standardizer , Census/IMTA Release 7,0, 
Statistical Research Division, U.S^ Bureau of the Census. Washington, 
D.C., January 20, 1978. 

UNIMATai. A Record Linkage System: User’s Manual . Bureau of the 
Census'. Washington, D.cT myJ~T97T, 


-e, also, that the JCL is designed for an IBM 370/158 computer idth a 
^aloged file system. 


This appendix presents methodology and statistical techniques for 
analyzing fM)A data. The first section provides a rationale and model 
for the type of analysis suggested. The second section includes tech- 
nical discussion of statistical methods, while the third section gives 
some examples of their use. 

These methods are not the only ones that can be employed with HMDA 
data. 'They are, however, powerful tools for understanding and evaluatin 
the geographic distribution of mortgage lending in a metropolitan region 
The use of these techniques is reconmended if the intent of the analysis 
is to: 

1. Explain the geographic distribution of mortgage lending; 

2. Detect patterns of credit extension that may be the result 
of discriminatory lending practices; and 

3. Identify neighborhood areas where credit extensions are 
fewer than might be expected on the basis of demand and 
risk criteria. 


RATIONALE AND MODEL 


IIMDA exists to assist in the resolution of issues concerning reside 
tial investment and community and neighborhood vitality. Such issues of 
center on whether or not lending practices of financial institutions 
involve discrimination on the basis of race or other non-economic factor 
Financial institutions invariably maintain that the criteria used for 
making^mortgage loans are uniform throughout their metropolitan service 
areas. Areas that receive little residential investment and contain a 
high percentage of minority households may demonstrate little demand for 
loans from major lenders. 

The issues are complex, as a number of factors together account for 
the geographic distribution of mortgage lending. A complete and defini- 
tive analysis would require detailed information on individual mortgage 
applications, potential applicants, and property transfers (.sales). Man 
of these data are not publicly available. Methods of statistical analys 
therefore, are largely determined by the data that are available, as wel 
as the intent of the analysis. 



I-IMDA data are aggregated data. ITiey represent information about 
individual loans totaled for each census tract. With aggregate data it 
Is not possible to identify individual acts of discrimination should th 
occur, but rather geographic pattems which may suggest discriminatory 
practices . 

Thus, the model presented here is designed to analyze the geograpii 
distribution of mortgage lending in a metropolitan region on the basis 
the data aggregated into census tract areal units. The model employs 
three kinds of variables; 

1. A dependent variable, the geographic distribution of mortgage 
lending; 

2. Independent variables which arc considered ( a priori] legiti- 
mate risk and market factors; and 

3. Independent variables which are considered discriminatory 
or non-legitimate risk factors. 

The determination of what constitutes legitimate or market-related 
factors and non- legitimate or non-market factors is left to the analyst 
A legal definition of non- legitimate factors includes race, color, 
religion, national origin and sex. Another might include the age or 
location of the housing unit or the occupational status (independent 
of income) of the applicant. 

The distinction between market and non-market factors is critical 
an analysis of mortgage lending patterns. To assess the impact of non- 
market discruiunatory factors, it is necessary to model (explain) lendi 
patterns using explanatory variables which are considered legitimate ma 
related determinants of investment. With this model it is possible to 
identify neighborhood areas which have significantly more or less inves 
than might be expected on the basis of market-related factors. It is s 
possible to deteimine the extent to which patterns reflect non-market 
factors such as race, or possibly age of housing stock and the occupati 
status of the area. 

The form of the general model is: 

L = £CM ; N) . 

where "L” stands for the lending pattern to be explained, ”M" stands fc 
market or legitimate risk factors, and "N” represents non-market factoi 
which the analyst judges to be possible discriminatory factors. This 
general model is made operational by defining and quantifying L, M and 



H>tDA. data are used to describe a lending pattern in a metropolita: 
area. The entire metropolitan area should be included in the analysis 
since it is important to distinguish as many housing sub-markets as po: 
sible within the larger market region. Ihe factors which best explain 
geographic differences in lending involvement by HMDA-reporting institi 
tions are more clearly evident when a number of sub-markets are includ* 
The availability of data for and factors may, however, restric 
the geographic extent of tlie study. 

Although HMDA data are reported at the census tract level (and it 
best to conduct the analysis at this geographic scale) , data availabil 
for independent variables may require an analysis with aggregations of 
census tract data to the neighborhood or community level. It should b' 
kept in mind that the greater the aggregation, the less confident one < 
be in the analysis of the data. Meaningful variation among smaller at' 
units may be hidden when they are combined into larger ones. 

The dependent variables may include individual, or combinations o 
hlMDA-reported categories. Thus, the analysis might seek to explain th 
spatial distribution of conventional loans on 1-4-family structures or 
the total dollars invested in such loans. Other analyses could focus i 
home imi^rovement loans or multi-family structures with more than four 
units per structure. 

Each analysis requires special consideration for the independent 
variables, as well as a good understanding of the limitations of data 
generated in these HMDA categories. Presented below is a model for th 
analysis of the number of conventional and FHA- insured loans, includin; 
those where the purchaser is a non-occupant of the property. 


Market-related Factors 


Market-related independent variables should encompass all factors 
whicli measure demand or potential for loans and which lenders should 
legitimately consider in judging the risk of the investmen^) . 

Demand cannot be fully measured since it is impossible to documen 

1. Loans that might liave taken place but did not because 
of discriminatory lending or real estate practices; or 

2. Loans made by non-HMDA reporting institutions or 
individuals. 

However, the minimum potential number of loans that HMDA-reporting in 
tutions could have made (assuming all applicants and properties met 
proper underwriting standards) in a previous year is the number of res 
dential property deed transfers that occurred. This number, in a sens 
represents the minimum because with few exceptions each transaction 
requires a loan. 


jjccu uj,cui=)j,cj. xiia,uimaLi.uji letiaiiy avaiianLe ior most urbanized 
areas. Also available is the property sales amount. When transfers are 
aggregated for census tracts (or larger areal units), a measure of loan 
potential is achieved. The average sales price of these properties can 
be expected to affect the number of loans, as well as the average 
principal amount of loans reported in \mk data. The average sales price 
is an indicator of the market strength of the area and of the purchasing 
potential or income of the home buyers in the neighborhood. 

Other market-related indices might also be included. Census infor' 
mation on housing, or special local housing surveys, can provide data on 
the general quality or condition of housing stock by geographic area. Su 
data, however, are not as useful as data directly related to the properti 
sold during the time interval covered by HMDA data. 

Another factor which could be considered among the market -related 
determinants of lending patterns is the location of financial institution 
branch offices. Generally, one would expect that neighborhoods with 
fewer offices would receive fewer loans. One method of approximating the 
office location factor is to define conmunities which are serviced by 
clusters of lending institution offices. Areal imits within the communit 
can be assigned the number of offices in the larger community as an index 
of proximity to lending services. Areas witli more offices provide greate 
access to lending services. 


Non-Market Factors 


Non-market factors are those which might help to explain lending^ 
patterns, and which are not considered legal or legitimate considerations 
in risk determination. These factors are purposefully distinguished from 
market- factors and are treated separately in tlie statistical analysis 
discussed below. 

The primary non-market factor is race, since it is often at the hear 
of accusations of lender discrimination and redlining. The racial com- 
position of census tracts is provided by dicentential census counts. 
Changes usually associated with racial transition in metropolitan areas 
necessitate more recent data than those provided by the 1970 Census. 

[At this writing, 1980 Census data on race are not available. This infor 
mation should be available sometime in 1981.) Recent change in racial 
composition might also be included among non-market factors. Neighbor- 
hoods undergoing rapid racial transition may be perceived by lenders as 
areas of property value decline and high risk. 

Another factor which can be considered as an important non-market 
factor is the age of the housing stock fsavings and loan associations 
are prohibited by the Federal Hcrnie Loan Bank Board from making loan 
decisions on the basis- of the age or location of a dwelling .) Older 
housing may be perceived as a greater risk for investment, independent 


a structure might be information gleaned from property transaction filei 
1980 Census data would be the next best source, but 1970 data could be 
employed even though demolition and new construction since 1970 could 
impact the analysis. 

Occupational status might also be a factor in determining the inve‘ 
ments by HMDA.- reporting institutions. Lenders may perceive white-collai 
professionals as better risks than blue-collar workers even though the 
latter may earn sufficient income to warrant receiving mortgage loans. 
Census data for 1980 should be a good indicator of the occupational 
status of potential borrowers, as neighborhoods are generally homogeneoi 
in occupational status. Except for perhaps a few communities in a metre 
politan area which have undergone unique transformation in character, 
most comnunities probably have changed little in their relative occupa- 
tional status since 1970, Thus, 1970 Census information should suffice 
until 1980 data are available. 

While other non-market or discriminatory factors might also be 
Included in an analysis of mortgage lending, some caution should be 
noted concerning the use of income data. Income is not a good variable 
to use as a discriminatory factor. Altliough the Community Reinvestment 
Act of 1977 (CRA) specifically calls attention to neighborhoods of low- 
and moderate- income as areas in which lenders should give proper servict 
the income of a loan applicant is a legitimate consideration for evaluai 
ing an application. The poor are given no special status by CRA. Lend< 
are to implement CRA "consistent with safe and sound operation, of the 
institution." Hie wealth of the applicant should be included among the 
market-related factors such as the average sales price of transactions. 


METHODS 

The model discussed above requires multi-variate methods of analy- 
sis. That is, lending patterns are accounted for by several independen 
factors (variables). The methods of analysis should: 

1. Help to explain why some areas have fewer or more loans 
than others; 

2. Identify specific market -related factors which help in 
that explanation; 

3. Identify the relative importance of each market-related 
factor in the explanation; 

4. Indicate how much of the lending pattern is not explained 
by market-related factors; 



5. Identify specific areas which are not well explained by 
market factors; 

6. Indicate how much of the unexplained lending pattern 
is related to non-market related factors; and 

7. Identify specific areas which are not well explained by 

either market nor non-market factors, thereby possibly 
suggest other variables that might account for such 
anajnolous areas. 


The methods of multi-variate Tegres|ion analysis provide a number 
of statistics which satisfy these needs. Regression analysis is a 
statistical procedure for attempting to account for the variation found 
in the dependent variable by the variation found in independent or pre- 
dictor variables. Two variables which covary are said to be correlated 
Regression goes beyond correlation analysis in that it expresses the 
covariation in a causal relationship; i.e., the variation in one variab! 
is dependent on how the independent variables vary. Thus, regression 
analysis has the explanatory and predictive powers that correlation 
analysis lacks. 


Multiple regression is based on the following mathematical expres- 
sion; 


Y = A + + B2 ^ 


* \\ 


where Y » the dependent (or predicted) variable, 

A « a constant, 

= the first independent (or predictor) variable, 
xf = the second independent variable, 

= the (last) independent variable, and 




= the coefficients for X^; 


X2 and 


respectively. 


This equation is solved using actual data and results in estimates of 
Y. The stronger the relationships between the dependent and independent 
variables, the more closely the estimated values approximate the actual 
values of Y. 


Clearly, as any one of the independent variables changes so must t\ 
dependent variable. The coefficient indicates how much ot a change in 
the independent variable is required for a unit (given) change in the 
value of the dependent variable. Standardized coefficients, Beta's, ar< 
important in determining the relative importance of the independent var: 
ables in accounting for variations in Y. Standardization removes the 
unique units of measurement usually associated with each of the indepen 
dent variables.. The constant, A, is simply the value of Y when all X's 
are zero. 


which are; 


1. siniple r the correlation coefficent between two vari- 
ables'; It measures the association between variation in 
the two variables and ranges from +1.0 to -1,0, where a 
positive value means that- as one variable increases in 
value so does the other j a negative value means that as one 
decreases the other increases; and 0.0 means that there 

is no pattern between variations in the two variables, 

2. ^ the squared multiple correlation coefficient, or 
explained variance. It provides the proportion of 
variation in the dependent variable which is accounted 
for by the variations in the set of independent vari- 
ables ill the regression equation. It is computed as 
the ratio of the variation in Y explained by the inde- 
pendent variables to the total variation in Y. 

3. F-ratio -- the ratio of variation within the estimated 
vaTues^of Y (from the regression equation) to the vari- 
ation between actual and estimated values of Y. This 
ratio is modified by the size of the sample (number of 
observations or units of analysis), since a large sample 
size is less likely to be uniquely biased for one reason 
or another, A significantly large F-ratio indicates that 
there is relatively less difference between estimated and 
actual values of Y than there is variation in the expected 
values of Y. F-ratios are useful in determining if the 
addition of an independent variable to a regression equation 
adds significantly more explanation of Y. This is one method 
of deteimiining the "significance" of the variable. The 
overall F-ratio for the regression equation indicates the 
overa]] significance of the set of independent variables in 
the regression equation. ^ 

tesiduals -- the differences between actual and estimated 
values of Y. The residuals are useful in developing new 
hypotheses to explain the dependent variable. When the 
observations are geographic units such as census tracts, 
the residuals can be mapped. The resulting patterns of 
residuals may stimulate further analysis by revealing 
subtle associations. 

partial r -- the correlation coefficient between two sets 
oITresIduals , one resulting from a regression between the 
dependent variable and a set of independent variables and 
another resulting from a regression between a criterion 
variable and the same set of iiKiependent variables employed 
in the first regression. This statistic indicates the 
degree of association between the dependent and the criterion 
variahle?;. ahovp and ha-vond anv -indirpct a■^•ir^r\c -f-Wev 



ables. The square of the partial r provides the propor- 
tion of the variance in Y which is explained by the 
criterion variable independent of tlie effects of the other 
independent variables on either the dependent or the 
criterion variable. This explained variance is in addition 
to the explained variance provided by the value. 


EXA^^PLE 

The methods discussed atwe are applied in a study of 1977 HNDA data 
in (^yahoga County, Ohio, where the city of Cleveland and the majority 
of its suburbs are located. ^ Tlie number of loans, conventional and FUA/ 
VA, for residential structures with 1-4 units is modeled. This model is 
applied for all 38 IIMDA- reporting institutions in the county as a grouj). 
Seventy-three residential areas of the county are used in the analysis. 
These areas include 59 suburban communities and 14 subareas (census tract 
aggregations) within the city of Cleveland. 

The model, including market and non-market factors, is generalized 
as: 


L = f(T, P, 0; S, A, R, C) 

The dependent variable "L" is the number of loans made in 1977. Among 
the independent (explanatory) variables are: 

"T" - The potential for loans as expressed by the number 
of residential deed transfers. 

"pH „ xhe average sales value of residential properties 
sold in 1977 indicates the relative wealth of the 
buyers in a community. Wealthier buyers are assumed 
to be low risk. 

"0" - Number of financial institution offices. Areas with 
more offices provide greater access to services, both 
lending and depository. 

These variables are considered non-discriminatory economic or market 
factors for making investment decisions in the county, and are allowed to 
enter a step-wise regression procedure. 

The residuals (unexplained portions) of the dependent variable are 
then regressed against the residuals resulting from regressions beteen 
the three market variables and each of the non-market variables. The 
resulting partial correlations reveal which, if any, of the non-market 
variables are associated witli unexplained investment patterns above an __ 
beyond their associations with market factors. Put another way, e 
partials assist in determining whether non-market variables he p 


"A" - Age of housing stock as measured by the percent of 
units built in 1939 or earlier. 

”R’‘ - Race, expressed as the non^white percent of the com- 
mimity’s population in 1977, 

"C" - Change in percent non-white population from 1970 to 1977. 

The first two non-market variables are taken from the 1970 Census. RacJ 
population data for 1977 are calculated from data from 1977 racial perc^ 
tage estimates for census tracts, 1976 population estimates for politice 
units, and 1975 population estimates for census tracts. ^ 

The results of the analysis are summarized in Table 1: 


TABLE 1 

ANALYSIS OF NUMBER OF LOANS ON 1-4 UNIT RESIDENCES 
BY 38 MAJOR LENDERS 1977 - CUYAHOGA COUNTY 


V INDEPENDENT 
X^ARIABLE 

STATISTIC 

MARKET 

ttpti 

"T" Avg. 

Property Sales 
Transfers Price 

"0” 

No. 

Office 

ncn 

vet. 

Prof. 


"C' 

Changt 

Percer 

Non-wh 

1970-1^ 

Sinple r 

.96 

-.09 

,83 

-.03 

-.03 

-.16 

.01 

Multiple R^when 
entered 

.92 

.93 

.94 

- 

- 

- 

• 

Partial r at 
solution 

- 


- 

.08 

- .50 

-.54 

-.28 

F-ratio at solu- 
tion (3 § 69 
d.f.l 

279.3** 

15.3** 

7. 1** 

0.5 

22.9** 

27.4** 

5.6* 


*Signif leant at .05 level of confidence, 

^^Significant at .01 level of confidence. 





Ill explaining the number of loans it is found that the model using 
market factors explains 94-s of the variation in the number of mortgage 
loans, i.e., multiple is 0,94, Three variables offer highly simificant 
amounts of explanation of the numher. of loans made in 73 residential areas 
(note I'-ratios). The potential for loans, as expressed by the number of 
deed transfers, explains 921 of the variation alone, i,e,, r 2 is 0,92. The 
avemge sales value is also significant in explaining differences in loan 
activity in the county (F-ratio = 15,3) j as is the number of branch offices 
(F-ratio == 7.1), indicating that the more offices in the area, the more 
loans were made. 


It should be noted that the simple r statistic for average sales 
price is negative (-0.09), indicating that more loans were made in areas 
with lower average sales prices. This is due to the high volume of sales 
occurring in many larger suburbs and subareas of Cleveland. Nevertheless, 
the average sales price is positively associated with the number of loans 
once the effects of the volie of transfers have been removed. That is, in 
areas of similar volume of transfers the 38 lenders together made signifi- 
cantly more loans where average sales prices were higher. The partial r 
for average sales price is 0.40 after property transfers enters the regres- 
sion equation. 

These market factors together constitute an effective model for 
explaining the aggregate lending patterns of the major mortgage lenders in 
Cuyahoga County. . Lenders were most active in areas where the number of 
deed transfers was high; average sales value was high (indicating that 
borrowers in these areas were more bankable and that homes were viewed as 
highly marketable properties) , and where lenders had greater numbers of 
branch offices. 


Also of concern is the six percent of variation in mortgage loan 
activity which is left unexplained by market factors. Ihe results of the 
partial regression analysis are presented on the right side of Table 1. 
The results show that three factors may help to explain the remaining 
variation in mortgage lending on l-4~family structures. 


Percent of population which was non-white in 1977 explains some 25^ 
(partial r ^ -0.54) of the remaining six percent. This explanation is 
statistically significant, with less tlian one chanc.e m a hundred that the 
association is a random occurrence (F-ratio is 27.4 with 3 ^d 69 de^ees 
of freedom). Areas with high percentages of nnn-whites received signifi- 
cantly fewer mortgages than areas with similar market factors but with low 
percentages of non-whites. 


A similar conclusion is reached concerning the age of housing. Mong 
areas with similar market factors, those with higher percentages of o ^er 
housing received fewer loans than did areas of new housing (p 
-0.50). Ae relationship between age of housing and . v. 

loans is not strong (simple r = -0.03); it is only important in distinguish 
ing loan activity in areas of otherwise similar market char 



percent non-white population from 1970 to 1977 is also a significant 
factor in explaining the remaining six percent of the variation in mort- 
gage lending not accounted for by market factors (F-ratio « 5.6), Amon^ 
areas of similar market factors, the greater the increase in non-white 
population, the fewer the loans by the 38 institutions (partial rs-0,28) 

The variable chosen to represent the occupational status of a com- 
munity, percent of labor force in professional, teclinical and kindred 
occupations in 1970, is not a significant factor in explaining variatior 
in the number of mortgage loans by connnunity (I^-ratio = 0.5) for all 
institutions together. 

It is important to note that the explanations afforded by the thre 
significant non-market factors are not likely to be attributable to any 
coincidental associations with market factors. The associations betweer 
the non-market factors and the market-related ones have been statistical 
removed before analyzing associations between non-market factors and the 
number of mortgage loans made by the lenders. Wlierc two communities are 
identix:al in their potential for loans, in the risk to lenders that the 
housing represents (provided by average sales price) , and in their 
physical accessibility to lending offices, the community with older hous 
and more non-white concentration receives fewer mortgage loans from majc 
lenders. Furthermore, whereas only 2.5% of the variation in the number 
of mortgage loans is accounted for by the percent non-white (.simple r = 
-0.16, some 29% of the variation in loan activity which is unexi^lained 
by market variables is explained by race alone, i.e., independent of an> 
geographic association with the market factors. This observation indica 
that lenders are greatly influenced by market considerations, but that r 
market ones may also affect their lending behavior in cases of marginal 
bankability. 

Variations in the application of the model and statistical methods 
be of equal interest. The Cleveland study analyzes savings and loan as 
ations and commercial banks separately and finds some important differer 
in the lending patterns of these two types of institutions. Ihe methods 
these analyses are identical to those discussed above. Individual insti 
tions could also be analyzed in the same way. 

Some of tlie findings and methods in the Cleveland study are replic 
in a study for the city of Chicago using pre-HMDA loan data covering the 
to 1973 period. 7 Testing what the study terms "the eco-race model," it 
mploys very similar regression methods. The analysis includes a logari 
transformation of the dependent variable in order to reduce some of the 
blems encountered when a l.inear model, such as the normal regression mod 
is employed. 


1 . 


For a more lengthy discussion of issues and for an extensive bibli- 
ography see; Mortgage Lending and Race: Conceptual and ^alytical 
Perspectives oF"the Urb^ Fin^cing probiem , DaA^dT Li s tokin and 
Stephen Casey. Center for Urban Policy Research^ Rutgers University. 
1980. 

2. This paper is not intended to explain the mathematical concepts of 
regression analysis. Ilather the intent Is to present some of the 
teclmical concepts as tools for analyzing UMDA data and to demonstrate 
their use. The reader should be cautioned that the correct use of 
statistical procedures such as found in regression analysis requires 

a solid background in statistics. Many important aspects of the 
method are not mentioned in this appendix, -The following sources 
provide more information on regression; 

• Blalock, H. M. Social Statistics, 2d ed. New York: McGraw-Hill, 
1972. 

• Draper, N.R. and H. Smith. Applied Regression /\nalysis . New York: 

Wiley, 1966. 

3. The F-ratio is interpretable only when the sample size and number of 
variables involved are taken into account, 'ITiis is done by the 
"degrees of freedom." The F-ratio and the degrees of freedom together 
determine the probability that the contribution of the independent 
variables is due to more than random chance. 

4. The empirical study summarized in this appendix is found in a discus- 
sion paper: "Factors Affecting the Geographic Distribution of 
Mortgage Loans in Cuyahoga County, 1977." Northeast Ohio Areawide 
Coordinating Agency. Cleveland, Ohio. 1980. 

5. The sources of these data are: "A Report on Population and Race: 
Estimates of the Racial Composition of Census Tracts in Cuyahoga 
County 1970-1977," The CXiyahoga Plan of Ohio, Inc., Cleveland, Ohio. 
1979; "Population Estimates and Projections." Current Population 
Reports , Series P-25, No. 774. Bureau of the Census. 1979; and 
^^Opdites 1975." National Planning Data Corporation. Ithaca, New 
York. 1975. 

3. There are correlations among the non-market factors and, therefore, 
one cannot view their associations with loan activity as independent 
of one another, The explanations of loan activity that each offers, 
as found in Table 1, are not cumulative. 

7. See; Mortgage Lending and Race: Conceptual and Analytical Perspec- 
tives of the Urban Financing Rrobl^ David Xistokin and Stephen 
Casey^ Center foiT Urban Policy^ Research, Rutgers University. 1980. 
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